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NATIONAL POLICY AND ISSUES 


RENMIN RIBAO DISCUSSES CONSUMPTION FUND GROWTH RATE 
HK301515 Beijing RENMIN RIBAO in Chinese 28 Jul 86 p 5 


[Article by Wen Qian [5113 3383]: "A Tentative Discussion on the Rational 
Consumption Fund Growth"] 


[Text] Our common view is that consumption fund growth must be appropriate. 
However, what is the appropriate rate of consumption fund growth, and how do 
we bring under control the currently inflated consumption demands so as to 
ensure rational. growth consumption fund growth? This article intends to 
raise some preliminary ideas on this issue. 


An Objective Limit in Consumption Fund Growth 


The consumption fund comes from national income. In order to achieve, the 
aim of socialist production and promote the development and perfection of 
socialist production, the consumption fund must maintain a moderate growth 
rate at every stage. 


Judged by the objective economic conditions, consumption fund growth should 
have its maximum as well as minimum limits. The minimum consumption fund 
growth rate should be considered in the light of two factors: The growth 
of the number of employed people and the increase in the degree of labor 
proficiency. The degree of labor proficiency is a category which is diffi- 
cult to measure correctly. In an economic operation, it can be reflected 
approximately in the technical ranks of producers. In consumption fund growth 
cannot reach this limit, not only can the aim of socialist production not 
be achieved, but also socialist production itself cannot be developed normally. 


In reviewing the relationship between accumulation and consumption generally, 
the population growth rate is regarded as the minimum limit of consumption 
fund growth. At present, I think that this point of view should be changed. 
First, the achievement of the aim of socialist production is a process in 
which the average consumption level constantly increases. Under normal 
circumstances, this process will never stop. If the consumption fund 

growth rate is based on population growth rate as its minimum limit, we can 
only maintain the original living standards and this is not compaible 

with the essence of the socialist economy. Second, structually the necessary 











products in the socialist economy cannot only be of subsistence materials. 
They should also include the gradually increasing material of entertainment 
as well as the material of development. Quantitatively they should not be 
an unchangeabie amount but constantly increase along with the increase and 
perfection in social production. Third, under the condition of the planned 
commodity economy, in the light of the principle of distribution according 
to work, the acquirement of people's income is directly decided by the con- 
ditions of employment as well as the increase in the degree of labor pro- 
ficiency, rather than being decided by natural population growth. 


What is the maximum limit of consumption fund growth? The maximum rate of 
consumption fund growth should exceed the growth rate of the national in- 
come. Judged from a long-term point of view, this is very evident. If con- 
sumption fund growth often exceeds this limit, it will result in a constant 
decrease in the accumulation rate, which is very unfavorable to socialist 
social expanded reproduction. Of course, it is absolutely necessary to lower 
the excessive accumulation rate properly at a certain state in the readjust- 
ment of the economy. If we fail to do so, we cannot eliminate serious disloca- 
tion of the national economy. However, through readjustment during the past 
few years, a new situation of sustained, stable and coordinate development 
has now arisen in our country's national economy, in which some major 
proportional relations, including the proportional relation between accumula- 
tion and consumption, already relatively suit the changed conditions. Under 
this condition, if consumption fund growth rate continues to grow faster than 
national income growth rate, this is very unfavorable to the development of 
socialist construction. 


In recent years, together with the inflation of consumption demand, there 

has also existed accumulation demand inflation. It should be noted that 
accumulation demand inflation itself is also one of the factors resulting in 
the inflation of consumption demand. If these two kinds of demands are not 
properly macroscopically controlled, the phenomena of general social demand 
exceeding general social supply, as well as national income exceeding national 
distribution, will not be eliminated. Economic structural reform needs an 
environment under which the national economy can develop in a stable and co- 
ordinated way. On the one hand we should bring the scale of the investment 
in fixed assets under control so as to restrict excessive growth of accumula- 
tion demand. On the other hand, we should bring consumption demands under 
control, so as to strike a coordinated balance between consumption and 
accumulation, and to resolve the issue of excessive distribution of national] 
income. 


Correctly Understand the Meaning of Bringing the Consumption Fund Under Control 


Macro control is an extension of planned readjustment. Nevertheiess, the 
control of consumption demand we are talking about, is quite different from 
that before the 3d plenum of the llth CPC Central Committee. In the past, 
people's consumption suffered an abnormal dual control. In macroeconomic 
control, as the tendency of engaging in production ior the sake of production 














for the sake of production and attaching more importance to production than 
consumption existed, the growth of the consumption fund was seriously re- 
stricted by accumulation funds which were unifiedly planned and grew excessive- 
ly, that negative growth arose in the actual average wage in whole-people 

owned units, on several occasions. In the operation of microeconomy, as the 
socialist enterprises were not at that time relatively independent commodity 
producers, the normal growth of consumption fund had to be restricted by a 

lack of microeconomic decisionmaking power on the part of the enterprises. 
Through economic structural reform carried out over the past few years, these 
two phenomena in violation of the operational law of the socialist economy, 
have been changed greatly and in macroeconomic control people have begun to 
take notice of properly meeting constantly increasing consumption demand from 
the people. Meanwhile, socialist enterprises have begun to acquire some micro- 
economic decisionmaking power. Under this condition, we should have a clear- 
er understanding that consumption fund growth is objectively restricted by 
social economic factors. 


In terms of the minimum limit, consumption fund growth should not be slower 
than social labor growth; and in terms of the maximum limit, consumption fund 
growth should not be faster than national income growth. Rationai consump- 
tion fund growth should be consciously kept within this scope. According to 
the "Seventh 5-Year Plan," the actual per-capita consumption level of the 
people in the whole country will, on average, grow by 5 percent per year. 
Basically, this growth rate will be synchronous with the planned growth of 
the per-capita national income. This means that according to plans the con- 
sumption fund growth rate will basically reach its max‘mum limit. Exceeding 
this limit, it will become abnormal and bring about unhealthy consequences. 
At present, the so-called control of consumption demand is to keep consumption 
fund growth within the maximum limit allowed by the "Seventh 5-Year Plan." 
Therefore, if it was wrong to neglect the minimum limit of consumption fund 
growth in the past, it is equally wrong not to attach importance to the maxi- 
mum limit of consumption fund growth. 


The Key To Controlling Consumption Fund Inflation 


The key to controlling consumption demand or consumption fund inflation in 

the production of material products, lies in correctly readjusting the propor- 
tional relationship between wages (including wage-like monetary income) and 
labor productivity calculated in terms of net output value. 


The relationships between wages (including wage-iike monetary income) and 
labor productivity is a relationship between the remuneration of labor and 
the result of labor production. Its essence is how much of the value newly 
created by a laborer should be set aside as a remuneration for him to own and 
use. The surplus of the newly created value after the deduction of wages 

or the necessary product value (v) becomes the profit in the form of surplus 
product c*® value mode (m). Through readjusting the ratio between wages and 
labor productivity, we can directly establish a ratio between wages and 
profits (namely, the ratio between v and m). As the ratio between wages 

and profits is based on the ratio between consumption and accumulation, the 








ratio between wages and labor productivity and the ratio between consumption 
and accumulation are closely interdependent. Changes in the ratio between 
wages and labor productivity will eventually result in changes in the ratio 
between accumulation and consumption. And in the final analysis, the read- 
justment of the ratio between accumulation and consumption should depend on 
the readjustment of the ratio between wages and labor productivity. There- 
fore, in order to bring the consumption fund under control, coordination of 
the relationship between accumulation and consumption must be realized through 
properly readjusting the rati- between wages and labor productivity. 


Thus, we can learn that in order to correctly readjust the ratio between 
accumulation and consumption, in bringing the consumption fund under control, 
we must use the growth rate of labor productivity to restrict the growth rate 
of per-capita wages and keep it at least slower than the growth rate of labor 
productivity. However, the microeconomic reality is still quite different 
from this objective requirement. Basically, there are three categories of 
enterprises: first, those enterprises whose labor productivity growth rate is 
fast while their wages growth rate is slow; second, those enterprises 

whose age and labor productivity growth rates are basically the same; and 
third, those enterprises whose wages growth rate is faster in varying degrees 
than their labor productivity growth rate. Therefore, to bring the consump- 
tion fund under control, we should differentiate the different situations. 
While stabilizing and promoting the first two categories of enterprises, we 
should urge the third category to rapidly increase labor productivity and keep 
wages growth rate within the limti of labor productivity growth rate. 


Profit, or, the surplus product, is not all used in accumulation, part of it 
has to be used through redistribution in non-material production. Therefore. 
the ratio between accumulation and consumption is not completely decided by 
the ratio between v and m, but restricted by the distribution ratio of these 
two parts of surplus products. Along with developwent of the socialist eco- 
nomy, the number of employed people in the sphere of non-material produc- 
tion will grow faster than that in the sphere of material production. Under 
this condition, to bring the consumption fund under control in the sphere of 
material production, we must also make the average growth rate of wages a 
certain degree slower than the increase in labor productivity. Of course, 
we should also exercise corresponding control over wages growth in the sphere 
of non-material production. Only by doing so can we ensure the accumulation 
rate will be relatively stable. Besides, consumption demand based on the 
monetary income of all job-holders should alse be geared to growth in the 
production of consumer goods. 


At present, mandatory planning is still an important means of the consumption 
fund bringing under control. Nevertheless, the implementation of planned con- 
trol must be integrated with the application of economic levers. For example, 
using regulatory taxes on wages to check excessive wages growth and using 
taxes on bonuses to check the excessive growth of bonuses. 
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NATIONAL POLICY AND ISSUES 


BRIEFS 


URBANIZATION PACE SPEEDING UP--Beijing, 19 Jul (ZHONGGUO XINWEN SHE)-~JINGJI 
CANKAO reports today that China is in the process of rapid urbanization. 
Large numbers of rural inhabitants will become town dwellers, and t ie number 
of towns will increase. Accord*ng to statistics, the urban population in 
China has risen to 20.35 percent of the total population, compared with about 
12 percent 10 years ago; the number of cities has increased from about 200 
previously to 342; the number of towns has reached 7,511; and urban areas now 
account for over 20 percent of the national area. The report says that ur- 
banization in China will speed up further in the next few years. The propor- 
tion of the urban population will show sustained growth, the number of cities 
will reach 500, and tiie number of county towns will exceed 10,000. The posi- 
tion of the cities in the national economy will become still more important. 
[Text] [Hong Kong ZHONGGUO XINWEN SHE in Chinese 0425 GMT 19 Jul 86 HK] 
/8918 


CSO: 4006/1191 








PROVINCIAL AFFAIRS 


HEBEI PROVINCIAL CONFERENCE ON SEVENTH 5-YEAR PLAN CONVENED 
Shijiazhuang HEBEI RIBAO in Chinese 16 Dec 85 p 1 


[Article by reporters from the Hebei People's Broadcasting Stetion and the 
HEBEI RIBAO: “Provincial Conference on State Planning Held at Shijiazhvang 

To Clarify Guiding Philosophy in Seventh 5-Year Plan and Safeguard Coordinated 
Development of All Projects--Zhang Shuguang, Li Feng, Ye Liansong, and Hong 

Yi Attend and Deliver Speeches" ] 


[Tect] The Hebei Provincial Conference on State Planning was convened at 
Shijiazhuang on 12 December 1985. The main tasks of this conference have been 
to study and examine the tentative proposals of the Seventh 5-Year Plan, to 
make initial planning arrangements for 1986, and to search for ways of further 
improving the development of economic reconstruction in our province so that 
all our provincial projects develop in a continuous, stable, and coordinated 
fashion. 


In total, over 400 persons from all over the province have taken part in the 
conference. They include municipal assistant directors, mayors, planning 
committee directors, finance bureau chiefs, leaders at the county and district 
levels who are di::ctly attached to the municipal administration, as well as 
leading comrades from a broad array of provincial departments. 


On 12 December, Provincial Governor Zhang Shuguang delivered a speech on the 
guiding philosophy and policies, the key development projects, and the basic 
measures of national economic and societal development to be implemented in 
the province during the tenure of the Seventh 5-Year Plan (excerpts from the 
speech will be published elsewhere). Provincial Vice Covernor Li Feng 
delivered a speech on accelerating our development of the "Shan Hai” dam 
project. Another provincial vice governor, Hong Yi, delivered a speech con- 
cerning prob’.ems of finance. This morning another provincial vice governor, 
Ye Liansong, gave us an explanation cf the planning arrangements for national 
economic and societal development in the province over the coming year (1986). 


On December 13-14 and this afternoon, the conference delegates divided into 
small groups to discuss the speeches delivered by leading comrades from the 
provincial government. All of the delegates believe that the speech by 

Comrade Zhang Shuguang reflected the spirit of the Seventh 5-Year Plan as pro- 
posed by the Central Committee; tallied with actual conditions in our province; 
objectively analyzed the conditions under which the Sixth 5-Year Plan was imple- 
mented; and clarified the guiding philosophy for the development of society and 








the national economy under the Seventh 5-Year Plan. The delegates also believe 
that the strategic arrangements, principles, policies, and overall direction 
are correct as he described them; that he made the focal points at issue stand 
out; and that he even provided some new viewpoints regarding certain vital 
issues. Comrade Zhang Shuguang's speech correctly evaluated the achievements 
that reform has brought about, thereby strengthening everyone's courage and 
faith to do a good and resolute job of carrying out reform. Through the utili- 
zation of statistical materials, Comrade Zhang Shuguang analyzed the history of 
the 30-odd years of economic development in our province, thereby deepening the 
d:legates' acquaintance with the laws of economic development and, furthermore, 
clarifying the relations that exist between speed and profit, on the one hand, 
and between the part and the whole, on the other. Comrade Zhang Shuguang 
clarified the guiding philosophy for all the delegates by raising such impor- 
tant issues as: the development of the "Shan Hai" dam; the strategic policy of 
giving priority to the development of light industry and textiles; and the 
crucial role of coordination in the overall drive for continuity, stability, 
and coordination in economic development. 


During the discussion sessions, the delegates were relatively enthusiastic 
about speaking forth on agricultural issues. All of them said that the speech 
given by Comrade Zhang Shuguang embodied the spirit of the Central Committee's 
adage, "Grain shortfalls lead to instability, even chaos." His speech also 
scientifically analyzed the history of our province's agricultural development, 
including the special characteristics contributing to the instability of our 
grain production. Delegates from every county in the province indicated that 
during adjustments in the structure of agriculture throughout the province 
they will endeavor to maintain adequate levels of acreage planted in grain; 

to raise the yield per unit area; to increase the total yield; to buckle down 
to study and work out concrete policy arrangements; and to arouse still fur- 
ther the peasants' enthusiasm for working hard at grain production. Comrade 
Zhang Shuguang's suggestions during his speech that we establish foundations 
for corn production in eastern Hebei, for cotton production in Heilonggang, 
for wheat and other grain production on flatlands along both sides of the rail- 
way linking Beijing to Guangzhou, and for vegetable production in the out- 
skirts of large and medium-sized cities, were considered by the delegates to 
tally with actual conditions in our province. In order to accelerate the 
construction of these foundations for agricultural production, it is necessary 
to intensify still further not only the remaking of agricultural technology 
and the reconstruction of agricultural irrigation works, but also the compre- 
hensiveness in the system of services to the agricultural sector in both its 
preproduction and postproduction phases. 


Cities that have relatively good foundations in light industry and textile 
manufacturing, such as Shijiazhuang and Handan, must accelerate their trens- 
formation of the technology existing in old enterprises, and depend on tech- 
nological advances to develop highly acclaimed, top-grade products as well as 
particularly competitive products which can batter breaches into new markets, 
thereby leading to ever more development of light industry and textile manu- 
facturing. In the areas of Cangzhou and Hengshui, various preparations have 
been made to create positive conditions for the shifting of their textile- 
processing facilities to the cotton-production center of Heilonggang. The 
group directly involved in provincial administration pointed out that Comrade 














Zhang Shuguang's speech emphasized developing the national economy and all 
sorts of projects in a continuous, stable, and coordinated fashion, and 
especially emphasized the crucial role of coordination; they noted that his 
summing-up was derived from historical experience. The work of our provincial 
organizations is certain to implement earnestly this guiding philosophy, to 
manage with finesse all the important relations of proportion, and to control 
the macrostructure with effectiveness. 


The conference is still in session. 


13169/5915 
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PROVINCIAL AFFAIRS 


HENAN GOVERNOR CITES SIXTH 5-YEAR PLAN FIGURES 
HKO11213 Zhenzhou Henan Provincial Service in Mandarin 1230 GMT 30 Apr 86 


[Text] In his report on the province's Seventh 5-Year Plan made at the Fourth 
Session of the Sixth Henan Provincial People's Congress, Governor He Zhukang 
said: The 5 years during the Sixth 5-Year Plan period were 5 years when the 
national economy increased at a relatively high speed, continuously, and 
steadily in the course of readjustment. Governor He Zhukang pointed out, 
during the Sixth 5-Year Plan, our province's national economy developed in an 
all-round way, all main economic quotas were exceeded, the province's gross 
industrial and agricultural output value increased by an average of 10.3 
percent each year, the gross industriai output value increased by an average 
of 10.9 percent each year, the gross agricultural output value increased by 

an average of 9.6 percent each year, the national income increased by an aver- 
age of 10.6 percent each year, and financial revenues increased by an averare 
of 8.8 percent each year. 


Governor He said: During the Sixth 5-Year Plan, output of the main industrial 
and agricultural products increased by a big margin. Compared with 1980, 

in 1985, raw coal increased by 39.7 percent, crude oil by 240 percent, 
electricity output by 31.2 percent, and steel by 50.8 percent. The total 
output of grain for the 5 years was 130.4 million tons, an increase of 24.8 
percent over the Fifth 5-Year Plan. The total grain exported from the:province 
in the 5 years was 6.98 million tons and of cotton 964,000 tons. Our pro- 
vince was one of the main provinces throughout the country in exporting 

grain and cotton. 


In dealing with key projects and technological transformation during the 
Sixth 5-Year Plan period, Governor He said: The units owned by the whole 
people invested in capital construction and technical innovation and trans- 
formation over the 5 years of 60.4 percenc more than in the Fifth 5-Year Plan 
period and the province made arrangements for a total of 28 large and medium- 
sized capital construction projects, completed 11 projects and put them into 
operation, put 10 into partial operation, built 238 kilometers of new rail- 
roads, and built 2,417 kilometers of new roads. All these projects were 

in areas which had been the weak links of our province's national economy, 
improving them to a certain extent and thus strengthening the material 
foundation for the Seventh 5-Year Plan period. 








In his report on the Seventh 5-Year Plan, Governor He Zhukang pointed out 

that during the Sixth 5-Year Plan period, our province scored gratifying 
achievements in strengthening the development of intellectual resources and 
promoting scientific and technological progress. The amount invested in 
capital construction in the areas of science and education for the 5 years of 
the Sixth 5-Year Plan was 52.6 percent more than in the Fifth 5-Year Plan 
period. In the area of education in the 5 years ordinary institutes of higher 
learning enrolled a total of 87,300 students, higher institutes of adult ed- 
ucation 103,500 students, and secondary vocational schools 141,700 students, 
exceeding the number planned. To meet the need for a large number of quali- 
fied personnel for the development of the national economy, our province 
restored, rebuilt, and built a large number of secondary forestry and agricul- 
ture schools, which enrolled a total of 153,200 students over the 5 years. 
General education was gradually strengthened. Sixty-one counties throughout 
the province basically popularized primary education. 


In this report on the Seventh 5-Year Plan, Governor He Zhukang said, the 

5 years of the Sixth 5-Year Plan were 5 years when the people's livelihood 
throughout the province markedly improved. Urban and rural incomes in the 
whole province increased more than at any time since the founding of our 
country. After factoring out inflation, the per capita annual income of urban 
residents increased by 32.6 percent and the per capita annual net income of 
the peasants by 98.5 percent. In the 5 years, the urbéen areas throughout the 
province arranged employment for 1.6 million people, thus lightening the 
workers’ burden in providing for their families. The people's food, clothing, 
and daily-use goods in the whole province improved relatively greatly in 
quantity and quality. In the 5 years, the urban areas throughout the province 
built some 30 million square meters of housing, roughly equal to the total 
housing built in the past 28 years; and the rural areas built 266 million 
square meters of housing. Urban and rural people's living conditions improved. 
Total residents’ savings deposits in the whole province by the end of 1985 had 
reached 8.4 billion yuan, some 300 percent more than in 1980. 


/6662 
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PROVINCIAL AFFAIRS 


READJUSTMENT, CONSOLIDATION OF HEBEI ECONOMY 


Shijiazhuang HEBEI RIBAO in Chinese 6 Nov 85 p 4 
/Article: "Hebei's Economic Sectors Make Great Strides"/ 


[Text / Since Hebei's economy was readjusted during the Sixth 5-Year Plan 
period, the economic restructuring program has improved significantly. Strategic 
sectors, such as agriculture, energy, transportation, science and technology, 
education, etc., have all been consolidated. With the steady rationalization 

of the production structure and the general coordination of the proportion 
between accumulation and consumption, favorable conditions have been created 

for promoting Hebei's economic growth. However, due to the province's require- 
ments for economic growth and the need to improve the people's living conditions, 
there are still obvious disequilibriums. This calls for much greater emphasis 
on continued efforts to adjust the production, product, and entrepreneurial 
structures during the Seventh 5-Year Plan period so as to promote the rational- 
ization of economic planning and distribution. 


In accordance with the spirit of seriously solving three problems in terms of 
strategic planning during the Seventh 5-Year Plan period as outlined in the 
"CPC Central Committee's Proposal To Initiate the Seventh 5-Year Plan for the 
Development of the National Economy," the following points on Hebei's economic 
construction and planning merit our serious attention: 


1. We should further adjust the production structure. This calls for meeting 
the people's needs for a higher level of consumption under changing consumption 
structures along with a rational adjustment of the production of consumer goods. 
It is, therefore, necessary to speed up the development of the rural commodity 
economy. Starting with Hebei's natural resources, steps should be taken to 
further readjust the rural production structure and the internal structure of 
agriculture in line with the principle in favor of the overall development of 
agriculture, forestry, livestock breeding, and fisheries as well as the multi- 
purpose operation of agriculture, industry, and commerce. Under no circumstances 
should grain production be slackened. At the same time, the development of 
afforestation, livestock breeding, sideline production, and fisheries should 

be speeded up, particularly stressing the need to open up all available channels 
to livestock breeding, seeding, livestock feeding, and processing. Once live- 
stock breeding is developed, both food and fodder production can be expanded. 
This will promote the development of afforestation and bring about favorable 
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cycles in agriculture. At the same time, we should step up the propagation 
and application of the scientific and technological results of agriculture in 
order to continously modernize agriculture. In addition, we should vigorously 
develop the production of textiles, clothing, food and other durable consumer 
goods. Moreover, we should energetically promote related services such as 
transportation and postal, telegraphic, commercial, information, consulting 
and financial services so as to conform to the needs of a developed commodity 
economy. We should above all develop tertiary production industry, promoting 
especially the service industry that caters to the people's daily needs so 
as to gradually solv: the difficult problems of feeding and clothing and 
attending to household repairs. 


2. We should put together financial and material resources to insure that key 
projects are completed. At the same time, we should step up the technical 
transformation of existing enterprises so they can be rebuilt and expanded, 
along with the application of advanced technology to equip national economical 
departments. Most of the key projects undertaken in Hebei involve the use of 
energy, raw and semifinished materials and other resources urgently needed for 
the development of the national economy as a whole. For example, Hebei is short 
of 700,000 kW of electricity annually. Therefore, no efforts should be spared 
to gather funds from every available source so that key projects like the 
Shangan and Xindan power plants can proceed with success, At the same time, 
existing power plants should be rebuilt and expanded so as to increase their 
power-generation capacity. Only when key projects are moved forward can the 
economy as a whole be revived to back up and provide a sound foundation for 
economic growth in the next decade. This is a general scheme of Hebei's 
economic development program. Although the province boasts over 15,000 industrial 
enterprises, speeding up the technical transformation of existing enterprises 
still forms the basis for propelling Hebei's economy forward. Technical trans- 
formation, along with rebuilding and expanding processes, generally contributes 
to savings in investment, shorter cycles, and quicker results. Hence, in terms 
of adjusting the production and product structures, conserving energy and raw 
and semifinished materials, as well as raising product quality and achieving 
economic results, taking the path to greater reproduction by vigorously bringing 
about technical transformation and promoting rebuilding and expansion is the 
key to speeding up Hebei's economic growth. 


3. With the central cities as the core, we should speed up the development of 
mountainous, coastal, and dam-siting areas as they comprise two-thirds of 
Hebei's total land area and one-third of its population. In view of Hebei's 
access to vast land and abundant resources, there is great potential for 
developing this area economically. In the course of continuing to consolidate 
the economy of the plain section of the province, gradually moving key develop- 
ment projects toward mountainous, coastal and dam-siting areas is a long-term 
strategic plan for developing Hebei's economy. However, since these regions 
are largely inaccessible and lack qualifird personnel and energy resources, 

the conditions for promoting their economic growth are poor. This has seriously 
affected the exploitation of resources and reduced the chances of peasants 
getting rich. To speed up the development of these regions in terms of the 
local economy, we must rely on central cities as a means of integrating urban 
with rural areas, apart from formulating correct policies in line with local 
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conditions and mobilizing positive forces from available channels. Since cities 
serve as the core for the development of economy, science, technology, culture, 
education and information, and particularly economic growth, they are flanked 
by medium-sized cities holding great promise of development. With Beijing and 
Tianjin, along with seven medium-sized cities and scores of townships as the 
center, they can weave multiple layers of individually unique economic webs. 
This will give full play to the functions of central cities, thereby promoting 
the simultaneous economic growth of cities and neighboring regions and mountain- 
ous, coastal, and dam-siting areas. With urban and rural areas economically 
supporting each other toward attaining economic growth and affluence, this 

sole approach to speeding up Hebei's economic development should be the guiding 
principle for reviving the province's economy. 


The economic planning of a province is closely linked to that of the whole 
country. In this sense, it should be closely integrated with the economic 
planning of adjacent provinces, cities, and autonomous regions. Hence, we 
should strengthen cooperation with neighboriug provinces and cities and adopt 
an open door policy in order to rationalize economic planning. If this is 
achieved, it will be possible to promote greater economic results and boost 
labor productivity, thereby providing favorable conditions for economic growth 
of society as a whole. 
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PROVINCIAL AFFAIRS 


SHAANXT GAINS IN INDUSTRIAL OUTPUT 
Xian SHAANXI RIBAO in Chinese 6 Nov 85 p 3 
/article: "Shaanxi's Industrial Output Rising"/ 


/Text/ The gross value of industrial and agricultural output in China was up 
15 percent in 1984 over that of the preceding year, with per capita income 
rising 13 percent. According to estimates compiled in 1985, the gains in both 
GVIAO and per capita income will be over 13 percent. 


The current economic situation in Shaanxi is excellent. This is evidenced by 
the completion ahead of schedule of the major projects announced in the Sixth 
5-Year Plan. The GVIAO in the province last year reached 22.4 billion yuan, 
greatly surpassing the goal of 20.4 billion yuan set in the Sixth 5-Year Plan. 
It is estimated that this year's figure will top 24.8 billion yuan. Comparing 
1984 with 1950, Shaanxi's financial revenues went up 16.8-fold, amounting to 
1,522,000 ,000 yuan and being equivalent to an average annual gain of 9 percent. 


Shaanxi's GVIO in the first 9 months of this year was 12,642,000,000 yuan, up 
20.6 percent over the same period last year. The breakdown shows that the gross 
value of light industry output was 5,681,000,000 yuan, up 18.5 percent over the 
same period last year. The gross value of heavy industrial output was 
6,961,000 ,000 yuan, up 22.3 percent over the same period last year. 


Shaanxi's estimated value of industrial output of 5,458,000,000 yuan during 
that period shows a gain of 17.3 percent over the same period last year. The 
revenues from sales in the amount of 5.42 billion yuan is up 22.7 percent over 
the same period last year. The profits realized in the amount of 502 million 
yuan show a gain of 22.9 percent over the same period last year. After paying 
the profit tax to the state in the amount of 763 million yuan, the gain is 
23.8 percent over the same period last year. 


Over the years Shaanxi's financial revenues have been steadily on the rise. 

The accumulated figures for this year's first 9 months of 1,415,000,000 yuan 
comprise 92.39 percent of the annual plan, up 15.47 percent over the same period 
last year. These gains in terms of amount and percentage growth were rare in 
the province in the past. When the state in 1985 approved 741 enterprises 
jointly financed by Chinese and foreign capital, the latter contributed 2.66 
billion yuan. 
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In the same year Shaanxi's foreign trade transactions totaled 405 million yuan, 
up by 68-fold compared with 1951's 5.84 million yuan. In terms of the gross 
value of Shaanxi's exports to foreign countries, industrial and mining products 
went up 87.5 percent, with agricultural and sideline products comprising only 
12.5 percent. At present, Shaanxi's products are exported to over 100 countries 
and territories worldwide. 


From 1978 to 1983 Shaanxi (including enterprises operated by central depart- 
ments) brought in 150 categories of foreign technological equipment amounting 

to $400 million. Im December 1984 a meeting for economic and technical coopera- 
tion with foreign countries was held in Xi'an at which 140 contracts were 
signed. Transactions concluded at the meeting amounted to over $400 million. 

In addition, 50 agreements involving $680 million were signed. 


12661/12228 
CSO: 4006/538 
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ECONOMIC DEVELOPMENT ZONES 


JINGJI RIBAO ON ZHUJIANG DELTA ECONOMIC ZONE 
HK300811 Beijing JINGJI RIBAO in Chinese 21 Jul 86 p 2 


["Work Research” column by Wang Xueming [3769 1331 2494]: "Give Full Pay 
to the Strong Points of the Zhujiang Delta Economic Zone"] 


[Text] Bordering on the Nan Hai in the south, the Zhujiang Delta is the 
largest alluvial plain in the subtropical region. Crisscrossed by rivers, 

the delta has ample water resources for irrigation and a very good water 
transport service. This, plus such favorable conditions as being close to 
Hong Kong and Macao and having a large number of Overseas Chinese, turned the 
Zhujiang Delta a long time ago into an area with a developed commodity eco- 
nomy and particularly developed economic relations with foreign countries, and 
has turned it into Guangdong's most important economic development zone. 


Since China implemented a policy of cpening to the outside world, the Zhujiang 
Delta has gradually developed into an economic zone with the following spe- 
cial features: 


A Multilevel Open Zone 


The Zhujiang Delta has become the most open zone in the country. Situated in 
the southernmost part of the delta, Shenzhen and Zhuhai, the two special 
economic zones practicing special policies, constitute the first level in 
opening to the outside world; situated in the middle of the delta, the open 
city of Guangzhou constitutes the second level; and the rest of the delta, in 
the form of an open economic zone, constitutes the third level. This multi- 
level open policy has stimulated the rapid growth of the economy. From 1980 
to 1985, the gross value of the industrial and agricultural production in 

the zone increased at an average of 12 percent annually, attaining the ob- 
jective of quadrupling the output value ahead of schedule. 


The Export-oriented Economy Has Become More Conspicuous 


Ever since it implemented the open policy, the Zhujiang Delt has fully utilized 
its strong points of being close to Hong Kong and Macao and having a large 
number of Overseas Chinese. On the one hand, through various forms, such as 
processing using supplied materials or samples, assembling from supplied 
parts, conducting compensatory trade, and forming joint ventures with foreign 
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investors, the Zhujiang Delta has utilized $2 billion and imported large 
quantities of advanced technology and edquipment, bringing about fundamental 
changes in its technological and economic bases; on the other hand, by ad- 
justing its production structure and taking the international market as the 
objective it has managed to increase its trade volume by about 100 percent. 
Tourist and service trades developed with the use of foreign capital can 

be found in all parts of the delta. 


Regional Division of Labor and Coordination Among Specialized Departments 
Have Increasingly Developed 


Lacking energy and natural resources, the Zhujiang Delta has markedly in- 
creased the proportion of light industries by vigorously developing textile 
and other light industries. The rapid development of the textile, plastics, 
food, electronics, and household electrical appliance industries has turned 
these industries intw the pillar industry of the delta. 


With the development of the economic reform, various forms of economic asso- 
ciation and division of labor in the delta are developing at a higher level 
and over a greater range. Not only has the association within or among trades 
been increasing continuously, but there are also trends showing that small 

and medium-sized cities and towns are developing toward specialized produc- 
tion and that large, medium-sized, and small cities are moving toward clearer 
division of labor. 


Establishing and developing the Zhujiang Deltaeconomic zone is the objective 
demand of the development ci the commodity economy. By coordinating the 
division of labor, it will not only help bring into fuller play the strong 
points of the delta so as to develop its economy most quickly but, by taking 
the Zhujiang Delta as a base, it will also open the gate to the international 
market, link the economies of the vast southwestern and central-south re- 
gions and foreign countries, absorb more economic information and advanced 
technology from abroad, and stimulate economic development in the central-south 
and southwestern regions. 


1. To build well the Zhujiang Delta economic zone well, it is necessary to 
work out a development plan so that we can have rational industrial distribu- 
tion and division of labor in the economic zone. We should raise the level 
of specialized cooperation and prevent losses caused by duplicated establish- 
ment of industrial enterprises, duplicated imports, and irrational competi- 
tion. We should implement the development plan in coordination with the 
policies on industry, investment, and taxation, as well as with the manage- 
ment of imported technology and, through these economic levers and the 
necessary administrative management, gradually coordinate economic develop- 
ment in the economic zone with the planned targets. The plan should maintain 
its scientific approach. However, we should also constantly revise its 
contents in light of the changing situation so that it can guide practical 
development. 
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2. We should reform the criteria for assessing economic performance and the 
planned price structure and promote lateral economic association among enter- 
prises. The tasis of economic vitality in the economic zone lies in enter- 
prises and the different forms of economic association among enterprises 

are the best method of attaining better economic results with small invest- 
ments. To encourage enterprises to develop specialization through association, 
it is necessary to further reform the current methods of assessing economic 
performance and the planned price structure. It is necessary to establish 

an assessment structure with the general efficiency targets as the core in 
order to stimulate the rational flow of capital; taking market demands as the 
basis, the plan should be formulated flexibly and with foresight; prices 
should gradually reflect demand and the value of and thus stimulate the 
development of specialization. 


3. It is necessary to work out a preferential policy to encourage outward 
development. The Zhujiang delta economic zone's economic relations with 
foreign countries are an extremcly important link in its economic activity 

as a whole. In order to quicken the pace of economic development and to play 
the role of an intermediary in importing advanced technolgoy, i* is essen- 
tial to develop economic relations with foreign countries, it is necessary 

to work out a series of preferential policies so that the enterprises may 
compete and develop on the international market and gradually develop an 
export-oriented production structure combining commerce, industry, and agri- 
culture. 


4. It is necessary to reform the banking management structure and to estab- 
lish diverse capital markets. Capital is at the core of economic activities. 
The practice of the Zhujiang Delta in recent years has proved that it would 

be impossible to invigorate the economy without invigorating the capital. 
Therefore, in order to invigorate the economy, it is necessary to develop 
diverse capital markets, to institute a multilevel and diversified system 

for the supply of short-term loans, to stimulate the flexible flow of capital 
in the Zhujiang velta economic zone according to market and production demands, 
to quicken capital circulation, to improve the efficiency in using capital, 

and to promote economic growth as a whole. 


/6662 
CSO: 4006/1229 
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ECONOMIC DEVELOPMENT ZONES 


BRIEFS 


SHANGHAI ECONOMIC ZONE GROWTH--According to a JIEFANG RIBAO report, indus- 
trial production of the Shanghai Economic Zone grew steadily in the first half 
of this year. According to initial statistics released by Jiangsu, Zhejiang, 
Anhui, Jiangxi, and Shanghai, total industrial output value of the zone 
amounted to 131.33 billion yuan in the first 6 months of this year, up 7.3 
percent from the same period last year. The June figure is 9 percent higher 
than the same period last year. Industrial development of the Shanghai Eco- 
nomic Zone had the following features in the first half of this year: 1. Light 
industry developed faster than heavy industry. Total light industrial out- 
put value of the zone increased by 8.3 percent over the same period last year, 
while heavy industrial output value increased by only 5.9 percent. 2. De- 
velopment of collective industry still led other industries. With the ex- 
ception of Shanghai, whose collective industrial output value decreased 
slightly in the first 6 months, collective industrial output value of the 

four provinces increased by 12.9 to 19.2 percent over the same period last 
year, all surpassing the growth of their individual state-owned industry. 
[Text] [Shanghai City Service in Mandarin 0000 GMT 21 Jul 86 OW] /6662 


CSO: 4096/1229 


19 











ECONOMIC PLANNING 


BRIEFS 


SHAANXI DEVELOPMENT PLANS--The province has drawn up specific plans for sup- 
porting economic development in northern and southern Shaanxi. A meeting of 
the provincial government on 17 July heard a report on these plans and held 
that the measures are effective, clear-cut, and practical. The meeting held 
that large-scale support should be given to northern and southern Shaanxi in 
capital, loans, projects, technology, and talent. Investment for capital 
construction and technological transformation for these areas this year 
should take up a greater proportion of the province's total figures than last 
year. In the next 3 years, the focus should be on supporting every county 
in northern and southern Shaanxi in building a backbone project that needs 
little investment and produces quick and good results. It is necessary to 
solve the masses’ food and clothing problems. By the end of the Seventh 
5-Year Plan there shouldbe a big change in the economic situation in these 
areas. [Excerpts] [Xian Shaanxi Provincial Service in Mandarin 2330 GMT 

18 Jul 86 HK] /6662 


CSO: 4006/1228 
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ECONOMIC MANAGEMENT 


JOURNAL EXPLAINS ENTERPRISE GROUPS 
HK290813 Beijing JINGJI GUANGLI in Chinese No 5, 5 May 86 pp 13-16 


[Article by Li Yinshui [2621 7390 3055] and Mao Zhiquan [3029 1807 3123]: 
"More on Enterprise Groups"--edited by Pan Shucheng [3382 6615 3397]] 


[Text] Editor's Note: This article is the sequel to "A New Type of Enter- 
prise Group--General Plants Are on the Rise" carried in Issue No 3, 1985 of 
this journal. 


Enterprise groups or blocs are a product of lateral economic associations 
between enterprises and are objectively needed by the development of the so- 
cialist commodity economy. Enterprise groups, like any other form of economic 
association, undergo a process of formation, development and perfection. 

The experience of comrades of Changzhou City is: "Association backed by 
reorganization means a steady source of money; association not backed up by 
reorganization means fruitless efforts." This profound statement deserves 
some deliberation by comrades of various localities, departments, and enter- 
prises. 


In order to further promote the smooth and healthy development of lateral 
economic associations, we encourage comrades to offer their experiences and 
suggestions on related issues to us for includion in this journal. [End 
Editor's note] 


Enterprise groups, now being formed and developed in Changzhou City, are 
heading in the direction of specialized division of labor, formal diversi- 
fication, and the switch to shareholding within the group. 


1. Specialized division of labor. Enterprise groups are lateral associations 
established on the basis of the principles of coordination among specialized 
departments and economic rationality. In line with the objective require- 
ments of socialized mass production and economy of scale, they are promoting 
the fine division of labor in the production of products within the enterprise 
groups and the specialization of the organizational structure. On the other 
ha,d the steady intensification of specialized division of labor within the 
enterprise groups is further promoting the association and closer coopera- 
tion between enterprise groups. This is conducive to the consolidation, 
development, and perfection of the enterprise groups. For example, the 
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Changzhou Knitting General Mitl only had five factories when first set up. 

In order to continuously develop new products, strengthen their ability to 
adapt to market changes, tap the latent potential, reduce costs and improve 
economic benefits, they continuously refined their production organization 
with the focus on products and in accordance with the requirements of economy 
of scale, set up smaller accounting units and sought further development on 
this new basis. Now the general mill has 20 specialized factories, producing 
over 1,000 varieties of products under 12 major categories, including warp- 
and weft-knitted fabrics, all-cotton stretch fabrics, interlock fabrics, 
polyester, wools, towels, flocking and silk-covered cotton. Originally they 
could only produce 100 or so varieties under eight major categories. Now 

the mill is a huge serialized knitting integrated enterprise producing numer- 
ous varieties of chemical and all-cotton fabrics, which sees the coordinated 
development of knitting, dyeing and treatment, and the processing of apparel. 
The Changzhou Camera General Plant is another example. Ofiginally it was a 
"small but complete" enterprise including stamping, striking, stoting, 
optics, electroplating, heat treatment, general assembly, and other items of 
parts processing and technical production. Only a small amount of parts and 
components was processed or produced by means of division of labor and coordina- 
tion with the “dragon.” Since the organization of group production in 1979, 
several initiatives have been taken to readjust the production structure of the 
general plant and to positively assist the branch factories in carrying out 
specialized production, as a result of which the degree of specialization 

and socialization in the production of cameras has been rapidly raised. Upon 
this basis, the camera general plant is now planning to hand down the produc- 
tion or processing of parts and components such as stampings, mechanically- 
processed parts, and springs in the next two years. By dismembering the 
"small but complete" setup into specialized branch factories, the general 
plant can concentrate its efforts on improving its optical, molding, shoot- 
ing, general assembly and testing divisions with the factory space spared 

and strengthen the research and development of new products. The general 
plant should, without increasing its factory space or number of employees, 
aim at producing series of cameras of the medium- or high-grades and boosting 
output from 230,000 pieces to 500,000 pieces. The No 3 Camera Factory will 
be a specialized stamping factory producing 97 types of parts and components; 
the No 4 Factory will be responsible for all the processing of mechanical 
parts; while the No 6 Factory will produce 48 types of springs for cameras. 
They will also provide camera factories throughout the province and the coun- 
try with parts. 


Because the specialized division of labor has such obvious strong points, 

its development quickly picked up momentum and became a strong force expedit- 
ing the dismembering of "big and complete" and "small but complete" enter- 
prises. The leaders of many general plants have come to this realization 
through their personal experience: Association backed by reorganization means 
a steady source of money; association not backed by reorganization means 
fruitless efforts. 
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2. Formal diversification. At present more and more enterprise groups are 
developing from monotypic into composite modes and heading in the direction 
of groups that are three-dimensional, omni-bearing, and wide-spanned. Verti- 
cal associations may stretch from relevant national or provincial corporations 
and enterprises run by counties, townships, and villages to joint-household 
enterprises and specialized households and be integrated with the setting 

up of farm and sideline product bases. In lateral associations, scientific 
research, educational, financial, circulation, foreign trade, and other units 
may forge links with the development of new products and the opening of 
domestic and overseas markets, the positive development of the processing and 
raw material industries, and the setting up of industrial raw material bases. 
In terms of scope, an association may span a city and its rural areas, be 
trans-regional, trans-provincial or trans-city, or even have foreign partners. 
Constant efforts are being made to explore new opportunities. Let us cite 
the Changzhou Brewery General Plant as an example. This general plant never 
had a fixed supply base for malt, which is an essential raw material for 
[word indistinct] beer. As the output of beer grew, the supply of raw mater- 
ials became more and more of a problem. Baoying County in Yangzhou City, on 
the other hand, has the ideal geographical conditions for growing wheat. 
However, its huge output of quality wheat does not have a stable buyer. 
Through mutual consultation, the Baoying Malt Factory of the Changzhou Brewery 
General Plant was set up. Supply and demand relations were thus fixed. The 
Lanling Rubber Plant, for another example, jointly set up the Changzhou 
Damping Instrument Integrated Company with Xian's Jiaotong University, 

Tongji University, the Changchun Applied Chemistry Institute of the Chinese 
Academy of Sciences, the Changzhou Organic Chemical Engineering Factory and 
the Jintan Muffling and Insulating Material Factory to shoulder scientific 
research tasks handed down by the state and jointly developed damping rubber 
products. The Changzhou Embroidery and Handkerchief General Plant is working 
on a joint operation with the Arts and Craft Corporation of the Ministry of 
Ligh Industry, with the General Plant responsible for production and the 
Corporation responsible for the export of products. The Jiangsu Sack and 
Plastic Packaging Joint-operated Company is a joint operation with investments 
from the Yonghong Plastic and Woven Bags Factory, the China National Native 
Produce and Animal By-products Import and Export Corporation and its Jiangsu 
branch, and the Chanzhou branch of the Bank of China which imports advanced 
technology and equipment from abroad and organizes the export of products. 
With the steady expansion of management autonomy for enterprises and the 
rapid development of commodity production, there will be closer ties between 
vertical and lateral associations and new types of enterprise groups will 
continue to emerge. 


At present, there are the following types of enterprise groups: 


A. Production-oriented groups. There are twelve of these groups at present. 
They are mainly organized by production enterprises with internal economic 
links for the purpose of quickly building up the market coverage and com- 
petitiveness of their products. This kind of three-level production associa- 
tion which links up the key enterprise (general plant), supporting enterprises 
(branch factories) and coordinating enterprises (relatively stable coordinat- 
ing enterprises (relatively stable coordinating units) is currently the 
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principal form. Enterprises taking part in such groupings usually retain 

their independent status as a legal entity, but have lost part of their 
independence as far as production and sales are concerned. There are five 
different forms of this kind of grouping: 1) Ties of coordination between 

the whole machine and its parts and components; 2) Ties of coordination between 
different technological processes in production; 3) Ties between the production, 
intensive processing and comprehensive utilization of raw materials; 4) Ties 

of coordination between the processing of semi-processed products and the 
production of final products; and 5) ties of specialized division of labor 

in the production of a single trademark. 


B. Sale-oriented groups. There are four of these at present. They are main- 
ly set up by enterprises producing similar products for the purpose of 
jointly promoting the sale of their products and organizing their raw mater- 
ials in a unified way. The participating enterprises still retain their 
independence in production and in the legal sense, but have lost their rela- 
tive independence in the sale of products because most of them no longer have 
any direct contacts with the market. Take the Changzhou Fine-toothed Comb 
Factory for an example. The fine-toothed combs, a conventional handicraft 
article for everyday use, produced by this factory are well-renowned at home 
and abroad and their output accounts for more than 70 percent of the nation's 
total output. Driven by their own interests, however, four enterprises vied 
with each other for raw materials, processing bases and markets, with the 
result that both quality and cost were affected and the production of this 
conventional famous brand was jeopardized. In order to fully exploit the 
favorable conditions enjoyed by Changzhou in the production of fine- 

toothed combs, the Changzhou City Fine-toothed Comb Factory, Wujin County 
Fine-toothed Comb Factory, and the Weixing and Yonghong Fine-toothed Comb 
Factories in Changzhou City jointly set up the China Changzhou Fine-toothed 
Comb Company to organize raw materials and contract out processing jobs in 

a unified way, standardize product quality, technical standards and the use 
of trademarks, and promote sales in a unified way. In this way, the company 
not only restored the conventional features of the product and made constant 
innovations, but won a silver award from the state. Other examples include 
the Chzngzhou Socks General Plant. 


C. Production-operation groups. There are 30 such groups. 
D. Scientific research-production groups. There is one such group. 


3. Shareholding within the group. Enterprise groups are organizations of 
enterprises characterized by associated labor. With the intensification and 
development of coordination among specialized departments within the group, 
the formation and strengthening of the group's productive forces which have 
lateral associations as their special features, and the rapid expansion of 
their scale of production, how to enhance the overall coalescing power of the 
group and the centripetal force of its members, and safeguard the overall 
interests of the group while taking care of the interests of various 

member enterprises has become a problem of growing concern. The kind of 
structure organized on the basis of coordination in the production of products 
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with economic contracts as their only link can no longer meet the needs of 
individual development and is insufficient as a means of safeguarding the 
long-term coexistence, stability, and prosperity of the enterprise groups. 
There is an urgent need to break away from the unitary form of owner- 

ship and organize a new structure with closer internal economic ties that 

can meet the development of the productive forces of the group. This new 
structure of grouping is the switch to shareholding in enterprise groups. 

The need for this has been borne out by the practice of the development of 
enterprise groups, and the seeds of this new type of enterprise group have 
already begun to sprout. Take the Changzhou Bicycle Chain Branch Factory for 
an example. In the face of competition and challenge from six similar 
enterprises in the province, it fell short of the task of carrying out mass 
production and increasing varieties. The general plant invested 1.1 million 
yuan in this factory to assist in its expansion endeavors. Soon this factory 
defeated its fellow competitors in the province. It produces as many as 

4.6 million bicycle chains a year and is able to supply the needs of 19 
bicycle factories throughout the country. The Bicycle General Plant had 

also invested at different times in the Qianhuang Axle Sleeve Factory, the 
Jingjiang Axis Factory, the Anji Cold Rolling Factory, and the Nantong Chain 
Guard Factory, and was ready to invite share subscriptions from the commer- 
cial sector. The Changzhou Camera General Plant is another example. While 
parting with its part and component production lines, the general plant 
converted the relevant equipment into capital for investment into various 
branch factories. In the course of continued specialized division of labor, 
it has returned ownership of 17 punching machines to the No 3 Branch Factory, 
114 sets of mechanical processing equipment to the No 4 Branch Factory, and 
directly invested 150,000 yuan in the No 3 Branch Factory, this gradually 
turning the various branch factories into specialized production bases. In 
this way, the overall strength of the group was also strengthened. With the 
intensive development of the enterprise groups, foreign trade and financial 
enterprises also begin to take an active part by penetrating into the produc- 
tion enterprises through shareholding. In this way, genuine joint stock com- 
panies are set up. 


Enterprise groups are developing fairly swiftly and things are looking good. 
However, their development is hampered by the fact that the present economic 
structure still falls short of its needs in many respects. 


1. In terms of the planning structure. Since most of the enterprise groups 
are evuivalent to large key enterprises, they should be taken as a planning 
unit in the state's planned management. In the historical transition from 
enterprise management by regions and departments to management by central 
cities, the establishment of a new mode of planned management with enterprise 
groups as basic planning units should prove a useful attempt. It helps to 
ensure the fulfillment of the vast amount of tedious balancing and coordinat- 
ing work, and, with planning based on contracts between enterprises, macro- 
economic control with level-by-level balance from bottom to top can be 
achieved. The present planned management system, particularly that which 
concerns the management of materials, falls short of development in this 
regard, so much so that in some groups the burden grows as development 
gathers speed. 
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2. In terms of the taxation system. The development of existing enterprise 
groups in Changzhou no longer just involves products like farm machines and 
bicycles, but is unfolded in an all-round way to include such trades as tex- 
tiles, machinebuilding, electronics, light industries, chemical engineering 
and building materials. Thus, the present scope of the product value added 
tax stipulated by the state can no longer meet the needs of the development 
of enterprise groups, and there is an urgent need to fully enforce (on a trial 
basis) product value added tax in Changzhou City. In the meantime, the power 
to carry out experimental reforms at selected spots on outmoded tax rates, 
tax categories, and taxation systems that can no longer meet the needs of 

the existence and growth of enterprise groups should be handed down to the 
key cities, so that under the state's macroeconomic control, the key cities 
can apply the lever of taxation to promote and push forward production based 
on coordination among specialized departments. 





3. In terms of credit management. Judging from the practice of the develop- 
ment of existing enterprise groups in Changzhou City, the increase in the 
value of famous brands of fine quality and new products since the organization 
of enterprise groups has exceeded the normal rate of growth. As a result of 
the doubling and redoubling of output, the amount of raw materials, semi- 
processed products, and finished products handled by the enterprises also 
increases. This calls for a proportional increase in the absolute and rela- 
tive amounts of circulating funds in order to meet [words indistinct] turnover 
needs in production. However, the present credit system which manages funds 
according to administrative levels is extremely unsuitable to the objective 
needs of the development of enterprise groups characterized by lateral 
associations and urgently calls for the establishment of a capital market 
based on cities. Thus, the reform of the present credit management system 

is imminent. 


4. In terms of economic legislation. With the enterprise groups developing 
in the direction of specialization, diversification and the switch to share- 
holding, there is a pressing need to strengthen guidance, supervision and 
control over these groups by legal means. We should therefore legalize the 
policies, principles, systems, and methods involved in the process of the 
development of enterprise groups, and define and fix by law and regulations 
the principles guiding the organization of enterprises groups and the economic 
relations within the group, so that we have rules and laws to abide by in the 
event of disputes. In this way, the overall interests of the enterprise group 
and the partial interests of the member enterprises can be safeguarded and 
guaranteed. At present, there are many inadequacies in this regard. There 

is also a lack of effective measures to deal with the wanton termination of 
agreements and unilateral refusal to execute contracts. 


We believe that with the deepgoing development of enterprise groups and the 
continuous improvement of production relations, a new mode of socialist urban 
economic management will gradually take shape. 


/6662 
CSO: 4006/1230 
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ECONOMIC MANAGEMENT 


JOURNAL ON PRODUCT QUALITY, ECONOMIC BENEFITS 
HK300645 Beijing JINGJI GUANLI in Chinese No 5, 5 May 86 pp 4-8, 12 


["Economic Commentary" by Xie Minggan [6200 2494 1626]: "Switch Attention 
to the Improvement of Product Quality and Economic Benefits" --edited by 
Liu Qichang [0491 0366 2490]] 


[Text] Comrade Zhao Ziyang pointed out in “Explanations on the Formulation 
of the Proposed ‘Seventh 5-Year Plan'": "Poor product quality and high con- 
sumption of materials are the fatal weaknesses of China's economy." He urged 
all quarters to further direct their attention to the improvement of product 
quality and economic benefits. This is an important guiding ideology for 
China's economic work both during the "Seventh 5-Year Plan" period and after. 


An Important Strategic Change 


During the "Sixth 5-Year Plan" period, an important strategic change in our 
economic work was the switch in our strategy for economic and social develop- 
ment from a lopsided pursuit of increased output and output value to empha- 
sis on the need for all-round economic, technical, cultural, and social de- 
velopment, with the focus on the achievement of better economic benefits. 
This transformation, though not yet completed and having already seen some 
twists and turns, has produced, and is producing, a profound impact on our 
economic and social development. 


--The situation characterized by high accumulation, high growth rate, low 
efficiency, and slow improvement of living standards, which had come into 
being under the guidance of the persistent "leftist" ideology, has seen som 
initial changes, and a new path suited to China's actual conditions and 
leading to a steady growth rate, better economic benefits, and more tangible 
benefits for the people is beginning to take shape. The standards of eco- 
nomic guidance and management have also been raised. 


--The ratio between the major sectors of the economy is in better balance. 
During those 5 years, the average ratio between agriculture, light industry, 
and heavy industry was 32 to 34, that between light industry and heavy indus- 
try was 49.6 to 50.4, and accumulation was slightly above 30 percent. This 
radio is more suited to our present level of economic development and will 
help maintain the steady and balanced development and benign cycle of our 
economy. 
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--Simultaneous growth has been achieved in industrial output value, national 
income, and revenue, and the national economy has grown much stronger. During 
_those 50 years, industrial output value increased at an average annual rate of 
10.6 percent, national income at 9.5 percent, and revenue at 10.7 percent. 


--Labor productivity has gone up substantially. During the 5-year period, 
labor productivity of all personnel in state-owned industrial enterprises 
rose by about 5.5 percent every year on average, while national income cre- 
ated by laborers increased at an average annual rate of approximately 6 per- 
cent. 


--Energy consumption has steadily dropped. The amount of energy consumed to 
turn out every 100 million yuan of industrial output value dropped by about 
6.3 percent each year from 80,500 tons in 1980 to around 58,000 tons in 1985. 
The amount of energy consumed to turn out every 100 million yuan of national 
income also saw a drop of 20 percent in 1985 compared with 1980. Over 

the 5-year period, altogether the country saved 120 million tons of standard 
coal, showing an annual average rate of energy saving of over 5 percent. 
Thanks to a higher rate of energy utilization, national income rose by more 
than 20 billion yuan every year on average. 


--The circulation of funds has been speeded up. The turnover period of fixed 
circulating funds has been growing shorter these past years. In 1985, turn- 
over took 100 days, 15 days less than in 1980, which was equivalent to 
having saved 6 billion yuan. 


-—-The profits and taxes of enterprises have registered fairly big increases, 
and national revenue has gone up noticable. In 1985, profits and taxes 
realized by state-owned industrial enterprises covered by the budget in- 
creased by 14.3 percent over 1984. Revenue in 1985 was 72 billion yuan more 
than in 1980, an increase of 2.7 times over the 27 billion yuan increase 
between 1975 and 1980. 


In short, fairly conspicuous improvements have been made in the economic bene- 
fits to both society and the enterprises during the "Sixth 5-Year Plan" 
period. The policy which focuses on the improvement of economic benefits 

is becoming the guiding ideology and conscious actions of the economic 
departments, and the previous situation in which "industry reports good news 
while commerce reports bad news, and the warehouses are overstocked while 
little revenue is collected" has been changed to a great extent. 


The Potential for Improving Economic Benefits Is Still Great 


While acknowledging the fairly obvious improvement in economic benefits in 
recent years, we must also soberly see that economic benefits are still far 
from perfect, problems still abound, and a lot can still be done in 
various spheres. 
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1. At present, consumption of materials accounts for between 80 and 85 per- 
cent of industrial production costs, while the comparable figure in the de- 
veloped countries is between 40 and 50 percent. High consumption of materials 
pushes up production costs. This is an important reason for the poor 

economic benefit enterprise and the low level of wages for their worker and 
staff members. Consumption of materials has been steadily increasing in re- 
cent years, its proportion in gross industrial output value rising from 62.9 
percent in 1970 to 67.9 percent in 1984, thus cutting back net industrial out- 
put value by more than 30 billion yuan. In 1985, the 105 materials consump- 
tion indexes on the state statistical list rebounded by 39 percent. Of these, 
those with comparable records showed an increase of 70 percent over the 

lowest consumption indexes on record. Problems also abound in the work of 
energy conservation. According to statistics on key enterprises from the 

10 trades of the metallurgical, power, coal, petroleum, chemical engineering, 
building materials, railroad, communications, and light and textile indus- 
tries, energy consumption saw increases in 20 our of 48 unit products in 1985, 
consuming an extra 730,000 tons of standard coal. Increases were also seen 

in the electricity consumption indexes of 17 out of 26 unit products, equi- 
valent to an over-consumption of 3.25 billion kilowatts of electricity. 


2. Although some improvements have been made in product quality over the past 
5 years, taken as a whole, the situation dominated by little variety, poor 
quality, a low technological level, and sluggishness in updating has seen 
little change. The quality of many products is still not up to state and 
ministry prescribed standards and lags far behind international standards. 

At present, international standards and advanced foreign standards are adopted 
in less than 30 percent of our 7,000 state standards. There are between 
300,000 and 400,000 varieties of electrical and mechanical products in the 
developed countries, and they are developing in the direction of precision, 
high efficiency, automation, serialization, and energy conservation. In our 
country, however, there are only about 30,000 varieties, most of which are 

of low standard, out-moded design, and poor efficiency, and consume relatively 
high amounts of energy. In 1985, only 26 percent of the products of the 
machine-building industry were up to the international standards of the late 
seventies and early eighties, and although the quality standards for the 
electronics industry, which is new and developing, are relatively high, the 
figure is only about 30 percent. It takes quite a long time to develop a 

new industrial product in our country: from at least 3 to 5 years to as 

long as a dozen or so years. Only about 800 or 900 new electrical and 
mechanical products are developed each year. In the developed countries, 

on the other hand, products are by and large updated once every 3 to 50 

years, major changes take place every 7 or 8 years, and thousands of new 
products are developed each year on average. Some of our light and textile 
products have long been known for their lack of variety, poor quality, mono- 
tonous designs, and outdated style. Our packaging industry is particularly 
backward. Losses incurred from damage, rotting, or theft during loading and 
unloading, storage, and shipment due to unsuitable packaging amount to over 

10 billion yuan a year. 
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3. Seen in terms of the financial indexes of enterprises, all principal 
indexes are lagging behind their best records. In 1957, the profit and tax 
rate of state industrial enterprises which carry out independent accounting 
was 34.8 yuan. This dropped by 30.5 percent to 24.2 yuan in 1984 chiefly as 
a result of mismanagement, poor adaptablility, rising costs. and serious 
deficits. In 1985, the comparable cost of industrial products rose by 6.4 
percent, and total deficits of falling enterprises amount.:d to 2.68 billion 
yuan, an increase of 16.2 percent over the previous year. The effect of the 
utilization of fixed assets and circulating funds was also not satisfactory. 
The value of output realized with every 100 yuan of fixed assets was 139 yuan 
in 1957, dropping by 30.9 percent to 96.1 yuan in 1984. The amount of 
circulating funds tied up in order to turn out every 100 yuan of output value, 
which was registered at 19.4 yuan in 1957, rose by 41.3 percent to 27.4 yuan 
in 1984. 


It should be pointed out that much of the increase in the profits and taxes 
of enterprises was achieved through raising output and prices and shifting 
the burden to the consumers rather than through transformation to tap latent 
potentials and through efforts to raise the levels of production techniques 
and management. Similarly, much of the increase in national revenue came 
about as a result of the readjustment and strengthening of taxation work, 
price adjustments, and the expansion of exports rather than through the 
efforts of enterprises to intrease revenue and cut expenditure. Thus, there 
is no reason for us to overestimate the economic benefits achieved by the 
enterprises simply on the grounds of increases in profits and taxes and in 
national revenue. 


4. Even investment in capital construction remains at a low level. During 
the "Sixth 5-Year Plan" period, the proportion of investment in fixed assets 
for capital construction projects in state enterprises and institutions was 
76.3 percent, as against the best record of 83.6 percent; the rate of com- 
pletion and commissioning of large and medium-sized projects was 10.9 
percent, as against the best record of 15.5 percent; and the rate of comple- 
tion of housing floor space was 51 percent, as against 65 percent. The 
average construction period for large and medium-sized projects was ‘etween 
9 and 10 years, as against 6.5 years during the "First 5-Year Plan” period. 
Comprehensive investment needed to increase the capacity of each unit rose 
by between 100 and 300 percent in the heavy industrial sector and by between 
30 and 100 percent in the light industrial sector. The cost of housing per 
square meter also showed an increase of over 30 percent compared with the 
"Fifth 5-Year Plan" period. 


The problems and gaps found in the above-mentioned economic benefits also 
show that there is tremendous potential for future development. Provided 
that we thoroughly tap the existing potential, lower the consumption targets, 
and raise the efficiency and quality targets so that the input of every unit 
can yield the most and the best output, there will certainly be fundamental 
changes in economic benefits. 
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The Key Lies in Firmly Embracing the Guiding Ideology of Focusing on Better 
Economic Benefits 


It has been some years since the slogan of focusing on the achievement of 
better economic benefits was first put forward, but it is still not fully 
implemented in all work and all enterprises. While the irrationality of 

the economic system and structure and the lack of internal driving force and 
external pressure for enterprises to strive for better economic benefits 

are partly responsible, the main reason lies in the fact that the concept of 
focusing our guiding ideology on the improvement of economic benefits has 

not yet been correctly and firmly embraced. For this reason, it is necessary 
for us to understand this issue afresh. 


1. We must fully under stand that the improvement of economic benefits is 

an objective requirement of social and economic development. Marx said: 

"The thoroughness of social development, social enjoyment, and social activi- 
ties is determined by the economizing of time." ("Outline of a Critique of 
Political Economy (Draft)," Vol 1, p 112) Material consumption in any society 
in a given period must be compensated for in material form by an equal quant- 
ity of new products before the repetition of social »roduction on the original 
scale can be guaranteed. In order to lead a better life and carry out scien- 
tific, cultural, and other social activities, we must continuously expand 
social reproduction and build up our wealth. In order to expand reproduc- 
tion, it is necessary to ensure a surplus in income from work after paying 

for personal consumption in order that more and better products in the form 
of materials and more funds in the form of value can be put into the new 
production process as new production factors. In other words, there must be 
better economic benefits. 


Under socialist conditions, the improvement of the economic benefits of 
enterprises will enable the state to obtain more revenue, the enterprises 

to retain more profits, and individuals to earn more income. The improve- 
ment of the economic benefits of the whole society will create the conditions 
for a rich and powerful country and a happy nation. Thus, the improvement of 
economic benefits conforms with the fundamental objectives of socialist pro- 
duction and is in line with the fundamental interests of the laboring peo- 
ple. The socialist system has turned the laboring pevple into the masters of 
enterprises and of the nation, developed relations of mutual cooperation 

and mutual improvement between people and between enterprises, and made it 
possible to fully utilize various resources, fully bring into play the 
enthusiasm of all quarters, and rationally arrange and deploy social labor. 
Provided that we seize this possibility, make use of these favorable factors, 
and work hard, we can achieve our goal of achieving better economic benefits. 


2. We must fully understand that the improvement of economic benefits is 

our fundamental way out in resolving the contradictions during the "Seventh 
5-Year Plan" period. During this period, we are confronted with the formid- 
able tasks of creating a better environment for reform, preparing the necessary 
backup for vigorous economic growth in the nineties, and ensuring the con- 
tinued improvement of the living standards of the people. Many contradictions 
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and difficulties, such as the shortages of funds, energy, means of transport, 
certain raw materials, and foreign exchange, still lie in the way of the 
fulfillment of these tasks. The fundamental way out lies in the improvement 
of economic benefits. 


As the reform deepens and the national economy develops, enterprises will 

find major changes in their objective environments. The low prices of energy, 
raw materials, and farm and sideline products will gradually be readjusted; 
the relatively low wages of workers and staff members will be gradually 
raised; the sellers’ market characterized by the failure to meet demand will 
gradually be turned into a buyers’ market; the technical transformation of the 
national economy will make it necessary for heavy industry to produce in- 
creasingly high-grade, precision, and advanced products; and the improve- 

ment in the people's livelihood will make it necessary for light industry to 
produce better, new, and cheaper products. The practice of “everyone eating 
from the same big pot" must be thoroughly smashed, and enterprises will no 
longer be allowed to shun responsibility for losses. There will be mich 
quicker changes in the international market, and competition will grow more 
intense. This means that enterprises will be faced with ever more rigorous 
situations, where only the fittest can survive. The strong ones will pre- 
vail and the inferior ones will be eliminated. Thus, the fundamental way 

out lies in the improvement of economic benefits. 


Actually, as long as we work in a down-to-earth manner and concentrate our 
efforts on gradually restoring the major technical and economic targets to 
their best historical levels, contradictions can be resolved and economic 
benefits can be markedly improved. For example, if the rate of profits and 
taxes in industrial enterprises is restored to the level of the "Five 5-Year 
Plan" period, an additional 30-plus billion yuan can be realized in profits 
and taxes each year; if consumption of materials in the cost of industrial 
production is reduced by 5 percent, an additional 13 billion yuan can be ob- 
tained in revenue each year; if the amount of circulating funds of enterprises 
is reduced by 1 percent, it will be possible to save more than 3 billion yuan 
each year; if the construction period for large and medium-sized projects 
under construction is shortened by 1 year, it will be possible to cut 
expenditure by 5 billion yuan and increase profits and taxes by 5 billion 
yuan. All these will no doubt be of immense significance in the fulfillment 
of the "Seventh 5-Year Plan" and the realization of the goal of quadrupling 
the gross industrial and agricultural output value. 


3. We mst fully understand the need to embrace an all-round and dialectical 
point of view in improving economic benefits. Comrade Zhao Ziyang pointed 
out: "In stressing economic benefits, we must first of all have a clear idea 
of one major concept, that is, we must strive to produce more products that 
meet social needs with the least consumption of animate labor and materials." 
In other words, under China's socialist conditions, we must take into con- 
sideration the three aspects of meeting social needs, consuming as little 
labor as possible, and producing as much return on labor as possible when 
stressing economic benefits. These three aspects form an organic entity. 
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Meeting social needs is the qualitative criterion of socialist economic 
benefits; it is the prerequisite. Consuming less and producing more is the 
quantitative iequirement of economic benefits. In order to fulfill in an 
all-round manner the requirements of these three aspects, we must persist in 
achieving the following six integrations in our work: 


First, we must integrate speed with benefits. The speed we want is speed 
backed by given economic benefits, that is, speed based on good quality, low 
consumption, and accord with social needs. Speed associated with poor product 
quality, costs that exceed necessary labor consumption, and the absence of a 
market is spurious. The higher such speed, the greater the waste of materials 
and the graver the damage done to social ‘roductivity. The kind of economic 
benefits we want is economic benefits backed by proper speed. A lack of 

speed or too low a speed is not conducive to the full utilization of resources, 
the increase of state revenue, and the improvement of the people's liveli- 
hood. Under the prerequisite of meeting social needs and reducing labor con- 
sumption, and increase in the quantity of products means an improvement in 
economic benefits and an increase in speed. There are sometimes contradic- 
tions between speed and benefits. The principal aspect of the contradictions 
lies in benefits because speed, after all, is subject to the benefits produced. 
Without an improvement in benefits, speed will render our efforts wasted, 

for even if we ranage to push the figures up for the time being, they are 

bound to drop eventually. If [word indistinct] able to improve the benefits, 
it means that the speed is proper now and will increase sooner or later. 


Secor.d, we must integrate macroeconomic benefits with microeconomic benefits. 
Macroeconomic benefits apply to the whole society and refer to the effective 
distribution and utilization of manpower, technology, natural resources, 
funds, and assets, the coordinated progress of the processes of production, 
circulation, distribution, and consumption, the proportionate and planned 
development of the national economy, and the creation of maximum material 
wealth on the basis of a given level of productivity, a good ecological 
environment, and the rational protection and exploitation of resources. 
Microeconomic benefits apply to specific production operators and refer to 
the rational utilization and exploitation of production factors, the effective 
management of production qnd operation, the coordination of internal and 
external relations, and the attainment of the goal of less input for more 
output. Microeconomic benefits constitute the basis of macroeconomic benefits. 
In order to achieve better economic benefits, we must pay attention to the 
microeconomy, that is, concentrate our efforts on improving the quality of 
enterprises, tapping the existing potential of enterprises, and improving 

the economic benefits of enterprises. At the same time, we must adopt an 
overall point of view, subject and tailor the improvement of the economic 
benefits of enterprises to the requirements of the improvement of socio- 
economic benefits, and develop the enterprises while ensuring increased 

state revenue, promoting technological progress, carrying out rational 
distribution of the productive forces, and waking rational use of resources. 
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Third, we must integrate quantity with quality. Quantity and quality are 
inseparable. Without quantity there naturally cannot be any quality to speak 
of, and quantity without a given quality does not have any meaning. Marx 
said: "Regardless of the social form of wealth, use value always constitutes 
the material content of wealth." “If something is useless, then the labor 
contained in its is also useless. It cannot be considered as labor and 
therefore does not constitute value." ("Das Kapital," Vol 1, pp 48, 54) In 
other words, substandard products cannot provide use value and value, do 

not constitute social wealth, cannot be included in output value, and there- 
fore have nothing to do with either speed or benefits. We must at all times 
uphold the principle of "quality first" and strive to increase output on the 
basis of ensuring product quality and marketability. 


Fourth, we must integrate production with circulation. Sluggish sales and 
overstocking resulting from the unmarketability of products and the clogging 
of circulation channels is a common phenomenon. As far as the producing 
enterprises are concerned, they have contributed their share of output and 
output value and increased the rate of growth; but, as far as society is 
concerned, the process of reproduction has still not been completed, the 
value and use value they have created have not yet been realized, and there- 
fore there is no real speed and benefits to speak of. When there is over- 
stocking, not only will it be impossible for capital output to increase 

its own value and thereby obtain the necessary compensation, but the units 
concerned will also have to shoulder the expenses and losses incurred. If 
this goes on, production cannot continue. Thus, economic departments must 
persist in grasping both production and circulation, constantly release 
information, unclog the channels of circulation, reduce the Links of circula- 
tion, and run urban and rural markets well. Enterprises must persist in 
grasping both production and operation, strengthen market research, increase 
the production of brand-name products, quality products, and products in 
short supply, speed up the updating of products, and strive to expand sales 
and eliminate overstocking. 


Fifth, we must integrate increasing production with practicing economy. In 
stressing economic benefits, we not only must strive to produce more products 
that society needs, but must do our best to cut down expenses, reduce con- 
sumption, and lower costs. Increasing production and practicing economy 

must be integrated. If, as a result of increasing production, consumption 
and cost per unit product go up, or if the practice of economy leads to a 

big drop in production or quality, there just cannot be good economic bene- 
fits. One of our important tasks is to strive to reduce consumption and put 
into practice the policy of increasing production while practicing economy 
and increasing revenue while cutting expenditure. 


Sixth, we must integrate the development of production with technological 
advancement. Technological backwardness is an important reason for our poor 
economic benefits. Thus, while continuously putting in new and advanced 
production factors, we must strive to speed up the modernization and trans- 
formation of existing production factors, putting the emphasis on the latter. 
Only by vigorously grasping the technological advancement of existing 
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enterprises can we truly achieve the objective of turning out more and achiev- 
ing good benefits with little input within a short period of time. We cannot 
promote the technological advancement of the whole society at a fairly fast 
pace by simply relying on reproduction with the help of outside factors. The 
technical transformation of existing enterprises means reconstruction of 
existing productive capacity. It continuously replaces old technologies with 
new ones and reduces the technological gap between projects commissioned at 
different periods. Therefore, it can continuously push forward the tech- 
nological advancement of the whole society and improve the economic benefits 
of the whole society. 


The Basis of Improved Economic Benefits Is Improved Quality of Products 


In order to improve economic benefits, we must exert ourselves in more than 
one way. The entire task has to be grasped at three levels: At the macro- 
economic level, chiefly speaking the departments responsible for the overall 
economy must correctly formulate economic decisions, strengthen overall 
balance, readjust the economic structure, and do a good job of the structural 
reform. At the intermediary level, chiefly speaking the relevant departments 
at the central and provincial, district, and city levels must strengthen man- 
agement of their respective trades, formulate development programs in a scien- 
tific manner, rationally organize coordination among specialized departments 
and economic associations, and carry out technical transformation in a 
planned way. At the microeconomic level, the main task is to improve the 
quality of enterprises, including the quality of their management, techniques, 
and personnel. As far as the enterprises are concerned, the focus of work 
should be put on the improvement of product quality and the reduction of con- 
sumption of materials. This is the basis of improved economic berefits. 


1. We must steadfastly put quality above everything else in our actual work. 
The "Seventh 5-Year Plan" calls for efforts to upgrade the function and 
guality of about half of our important industrial goods to the level of de- 
veloped countries in the late seventies and early eighties. This task is of 
immensely important strategic significance because it has a vital bearing on 
the provision of different kinds of advanced and dependable technical equip- 
ment for a vast number of newly built enterprises and existing enterprises 
requiring technical transformation, on the competitiveness of Chinese products 
in international markets, and on the satisfaction of the growing and diversi- 
fied consumption demands of the masses. We may even say that it is an import- 


ant issue that has a vital bearing on the four modernizations. While excessively 


great total demand and the absence of a buyers' market are party responsible, 
the main reason for the lack of fundamental change in the qualitative back- 
wardness of our industrial goods is that the management does not attach 

very much attention to quality and has not persisted in putting quality above 
everything else. It should be clearly pointed out that substandard production 
is production wasted, and labor which has no regard for quality is ineffec- 
tive, both of which can only harm the state, the enterprises, and the people. 
Thus, every reform measure and aspect of economic work must be conductive to 
the improvement of product quality and all enterprises that turn out "fake, 
imitation, substandard, and inferior" products must be dealt with severely. 
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2. We must strengthen macroeconomic control and supervision over product 
quality. To begin with, we must strengthen legislative and judicial work in 
respect of quality control, pay close attention to the formulation and perfec- 
tion of quality control laws and regulations, resolutely put an end to the 
phenomena of laws not being strictly observed and enforced and law breakers 
going unpunished, and mercilessly punish those who violate laws and discip- 
line and jeopardize the people's health and national interests. The "five 
prohibitions" promulgated by the State Economic Commission (these refer to: 

1) substandard products are prohibited from leaving the factory and are not 

to be included in the factory's output and output value; 2) substandard 

raw and semiprocessed materials and parts and components are prohibited from 
being used in production or assembled; 3) products officially declared obso- 
lete are prohibited from being produced or sold; 4) products without correspond- 
ing quality control standards, quality examination agencies, or quality exami- 
nation and testing means are prohibited from being produced; and 5) acts of 
fraud, passing off substandard products as good ones, forging trademarks, and 
counterfeiting famous brands are prohibited) and the system of replacement 

and compensation for substandard products are important measures for guaran- 
teeing product quality. They should be incorporated into the economic laws 
and regulations, vested with legal power, and strictly enforced. Second, we 
must turn the system of state supervised sampling into a regular practice. 
Sampling organized by the State Economic Commission to check the quality of 
manufactured goods, which features surprise tactics (because no notice is 
given in advance), flexibility (since sampling may be done at the counter, 
warehouse, or production line) and measures of compulsion (because units 
turning out substandard goods will be compelled to cease production and carry 
out overhauling), has produced good effects and produced a great impact on 
the enterprises. It should be further perfected and introduced into the trans- 
port, construction, farm and sideline product trading, catering, and service 
trades. Third, we must step up the implementation of the production licens- 
ing system. Production licenses should be issued to important products that 
meet the quality standards specified by the state. Those not up to standard 
shall be denied such licenses and prohibited from production. At the same 
time, support should be given in terms [words indistinct], raw and semi- 
processed materials, transport, loans, foreign exchange, and so on to the 
production of famous brands of good quality. Fourth, we must set up, from 

the top level down, a complete system of quality examination, supervision, 

and control, and strictly enforce this system by organizing a group of ex- 
perts to do the job. Fifth, we must make use of economic levers to foster 
good quality and suppress inferior products. 


3. We must persevere in all-round quality control. In the past few years, 
enterprises in various places have been experimenting with all-round quality 
control and have achieved notable results in this work. This shows that 
all-round quality control is a fundamental measure for solving the quality 
problem end should be gradually extended to all enterprises, including those 
run by townships and towns. In implementing this measure, we must first take 
care of the "all-round" aspect by setting up a quality guarantee and respons- 
ibility system, from the designing of products to the formulation of tech- 
nological processes, from the input of raw and semiprocessed materials and 
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supporting parts to the shipment of manufactured goods, from parts and com- 
ponents to the main machines, from the purchasing of materials to sales pro- 
motion. Second, we must make earnest efforts to strengthen various aspects 
of foundation work, such as formulating new technical standards, improving 
the means of measurement and testing, making perfect the technological regula- 
tions, strictly enforcing labor discipline, persevering in equipment main- 
tenance, and doing a good job of keeping original records and statistics. 
Third, we must link the economic interests and political honor of enterprises 
and of workers and staff members with product quality, and ensure that 
quality targets play a part in the allocation of bonuses. Fourth, we must 

be strict and not the least big negligent, mete out rewards and punishments 
fairly, and oppose improvisation and formalism. 


4. We must closely combine quality control with technological advancement. 
Fundamentally speaking, quality improvement depends on technological advance- 
ment. Thus, we must devote major efforts to promoting the application of 
new designs, materials, equipment, and techniques and to developing new 
products in order to upgrade the quality of products. This requires that 
we quicken the tempo of importing technology, tackling scientific and tech- 
nological problems, updating equipment, and reforming techniques. This also 
requires that enterprises persist in tailoring their technological improve- 
ments to the needs of new products so that the successful tackling of every 
scientific and technological problem, the importation of every item of ad- 
vanced technology, and the introduction of every updating project can bring 
about a change in the variety and quality of products. 


/6662 
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HUNAN GOVERNMENT ENCOURAGES EXPORTS PRODUCTION 
HK061258 Changsha Hunan Provincial Service in Mandarin 2200 GMT 5 May 86 


[Text] The provincial people's government made a decision on 2 May on 
encouraging production of export products, expanding export business, and 
earning more foreign exchange. 


The decision reads: In order to verify quarterly allocation of foreign 
exchange retained by enterprises, the provincial foreign economic commission 
will figure out in the first month of each quarter the foreign exchange 

amount retained by each enterprise in the preceding quarter. The provincial 
foreign exchange control bureau and its sub-bureaus will then allocate the 
foreign exchange amount to each enterprise in the middle of the month. No level 
is allowed to withhold the foreign exchange retained by enterprises. 


The decision reads: In addition to the awards given to enterprises producing 
export products as stipulated in the relevant regulations formulated by the 
State Council, the provincial government will increase awards to the 
enterprises for export products in excess of their targets. An enterprise will 
be awarded 10 jiao for the excess of every $1 of export products as after-tax 
profit retained by itself. This method will not be changed for 3 years. In 
addition to the tax-free bonus of 1 month's salary awarded to the staff members 
and workers as stipulated by the State Council, a bonus of 1 month's salary 
will be awarded to the staff members and workers in enterprises that increase 
their foreign exchange income by 10 to 20 percent over the previous year and 

a bonus of one and one half month's salary will be awarded to the staff members 
and workers in enterprises that increase their foreign exchange income by 

more than 20 percent over the previous year. All these bonuses are tax free. 


The decision reads: In addition to the regulations stipulated by the state on 
rewarding bonuses to foreign trade enterprises, the provincial people's 
government will give more awards to enterprises for the part of foreign exchange 
in excess of last year's base. A foreign trade enterprise will be awarded two 
fen for the excess of every $1 foreign exchange as its after-tax profit. This 
method will not be changed for 3 years. The bonuses awarded to the staff 
members and workers of the enterprise will also be increased by proportion. 


/8309 
CSO: 4006/1233 
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JINGJI RIBAO ON CHANGES ON OWNERSHIP 
HK101141 Beijing JINGJI RIBAO in Chinese 30 Jun 86 p 2 


[Article by Yang Lixin [2977 0500 2450]: "The Characterisitcs, Trend, and 
Significance of the Changes of Ownership in Our Country Over the Past Years"-- 
passages within slantlines published in boldface] 


[Text] /Characteristics: The unitary public ownership structure has been 
turned into a structure that stresses public ownership but allows the common 
development of various economic components. Trend: The multipolarization of 
the components of the whole structure. The change of the internal form of 
the various components of ownership; the combination of all the components of 
ownership. Significance: The theoretical and realistic negation of the past 
right economy on the one hand, and the embodiment of a strong call for a new 
type of relations of production by the social productive forces./ 


During the Sixth 5-Year Plan period, great changes took place in the ownership 
of the means of production of our country. However, as far as the whole 
situation is concerned, no changes took place in the basic quality of the 
structure of ownership, which is still socialist public ownership. However, 
we carried out a large-scale readjustment and reform of the internal structure 
and specific forms of the structure of ownership. On this basis, and because 
of the role of the internal force of the commodity economy, there have been 
some self-conscious changes taking place in the structure of ownership. These 
[word indistinct] boiled down to: The basically unitary public ownership 
structure has been turned into a structure that stresses socialist public 
ownership but allows the common development of various economic components 

and management methods. 


Although the contents and forms of this transformation vary, we can still see 
its three basic trends: 


1. The multipolarization of the components of the whole structure. The 
transformation from the basically unitary structure characterized by ownership 
by the whole people and collective ownership into the multipolar structure 
characterized by the coexistence and common development of various components 
of ownership. During the Sixth 5-Year Plan period, while allowing the con- 
tinued development and maintaining the guiding position of the economy under 
the ownership of the whole people, we enabled a greater development of the 
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economy and individual economy in the urban and rural areas by adopting 
guidance and encouragement policies. In the meantime, as a result of the 
implementation of the policy of opening up to world and actively inviting 
foreign capital, by the end of 1985, the number of foreign-invested enterprises 
registered with the administrative departments of industry and commerce had 
reached 5,432. 





From 1980 to 1985, the proportion of people employed by enterprises under 
collective ownership in the total working population employed in the cities 
and towns rose from 23 percent to 26.9 percent, while the proportion of 
people employed by individually owned enterprises rose from 0.8 percent to 
3.6 percent. By the end of 1985, there had been 11.68 million licensed and 
individually owned industrial and commercial enterprises which employed 17.56 
million people in the urban and rural areas. At present, there are 4.25 
million specialized households in the rural areas. 


As far as the results of production and management are concerned, in the 5 
years from 1980 to 1985, the proportion of output value of collectively owned 
enterprises in the total industrial output value rose from 20.7 percent to 
28.1 percent, while the individually owned enterprises grew out of nothing 
and the proportion of the output value of the individually owned enterprises 
now accounts for 1.24 percent of the total industrial output value. The 
collective economy and individual economy mainly developed in the tertiary 
industry. From 1980 to 1985, the proportion of the turnover of collectively 
owned enterprises in the total volume of retail sales of social commodities 
rose from 12.1 percent to 36.7 percent, while the proportion of the turnover 
of individually owned enterprises rose from 0.7 percent to 15.7 percent. 


From this situation, we can see that after several years of reform and open- 
ing up to the world, our country's current ownership consists of ownership 

by the whole people, collective ownership, petty private economy, and various 
other economic components. The multipolar structure of the ownership has 
already been formed. In the Seventh 5-Year Plan period, we should particu- 
larly develop the collective economy and the individual economy, and our 
speed of inviting foreign funds should also be accelerated. 


2. Transformation of the components and forms of ownership: The various 
components of ownership (except salaries) have, to a certain extent, been 
transformed into other components; what is more, changes have also taken 

place in the various specific forms of ownership. This situation can be 

seen in the fact that some enterprises under the ownership of the whole people 
have issued shares to their workers to raise funds; some collectively owned 
economic units that were inappropriately "promoted" to become units under the 
ownership by the whole people in the past have now been turned back into their 
original form; quite a number of collective economies have become share-based 
economies; the ownership and management power of enterprises under the owner- 
ship by the whole people have been separated to a certain degree; the small- 
scale state-owned enterprises have been let out or contracted for management ; 
the system of contracted responsibilities with payment linked to output has 
been implemented in the rural areas. It is noteworthy that along with the 
development of production technology and commodity economy, apart from the 

new trend of combination, a batch of privately owned enterprises has also 
emerged in the individual economy of the urban and rural areas. 
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This transformation has been caused by various factors: First is the correc- 
tion of past unrealistic concepts and methods; second is the internal demand 
for invigoration of the microeconomy and control of the macroeconomy; 
third is the result of the development of the commodity economy. At present, 
the separation of the ownership and the management power of the enterprises 
has just begun, and the combination of individual economies and the individu- 
ally owned enterprises have both only existed for a short period of time. 
Therefore, the transformation will continue, especially the transformation of 
the forms of the economy under the ownership by the whole people and the forms 
of the collective economy. The development of the share-based enterprises 
will become a general trend. 


3. The combination of various components of the ownership. On the basis of 
the multipolarization of the components of the ownership and the transforma- 
tion of the various components, new components have merged in the [word 
indistinct] the ownership after the reorganization of the structure of owner- 
ship. The new components are the economic combines jointly formed by various 
economic components. The model form of the economic combines is that enter- 
prises that originally belonged to different types of ownership now make 
combined investment and carry out cooperative management. As far as the 
horizontal economic combines that are developing very fast at present are 
concerned, there are different components in their ownership such as: The 
combination of ownership by the whole people and collective ownership; the 
combination of ownership by the whole people and individual ownership; the 
combination of collective ownership and individual ownership; the combination 
of ownership by the whole people, collective ownership, and individual owner- 
ship; and the combination of enterprises under the same ownerhsip under 
different departments and in different regions; and even the combination of 
individual ownership and foreign capital. 


The present situation of the economic combines has to a great extent made the 
former division of the components of ownership no longer appropriate. The 
development of the horizontal economic combines is now pounding at the set 
patterns of departmentalization and has exposed the conservativeness of the 
"three unchangeable principles."" Therefore, the development of the economic 
combines demands through reforms of the old administrative structure built on 
the basis of the old ownership in order to suit the new structure of ownership 
and the new basis of economic organizations and promote the further develop- 
ment of the socialist commodity economy. 


Combination of the components of ownership is the basic characteristic of the 
transformation of ownership is the basic characteristic of the tranformation 
of ownership in recent years and is also the trend of further development of 
ownership. We can see: To break through the boundary of the original owner- 
ship and old administrative patterns, organize the productive forces according 
to the demand of the objective economic law, and rationally rearrange the 
economic resources are the internal demand of the socialized big production 
and the commodity economy and are also one of the basic contents of the reform 
of the ecnomic administrative structure, which is aimed at meeting the needs 
of and pushing forward with the development of the social productive forces. 
So, the rational economic combination of the economic components under differ- 
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ent ownerships is the natural demand and basic trend of the further develop- 
ment of the commodity economy and the reform of the economic structure. 


After taking into consideration the overall situation of the new development, 
we have come to the following understanding: 


To carry out the reform of ownership in the Sixth 5-Year Plan period is to 
earnestly develop the social productive forces and build socialism is a 
down-to-earth manner and fundamentally negate the past practice of rigidly 
and unrealistically implementing the principle of “being larger in size and 
having a higher degree of public ownership," thus embodying our strategic 
goal of accelerating economic development, improving the people's living 
standard, and catching up with or even surpassing the advanced international 
standard. 


The transformation of ownership in the Sixth 5-Year Plan period is the in- 
evitable result of the reform of “invigorating the domestic economy and 
opening up to the world." To carry out a fundamental reform of the original 
economic structure will inevitably touch on the ownership of the means of 
production. So, the transformation of ownership has embodied the profoundness, 
systematicness, and arduousness of the present reform. 


The reform and transformation of ownership has a twofold significance: On 

the one hand, since the reform and transformation of ownership is the realistic 
negation of the past simple and ideological theories and methods, it will in- 
evitably stimulate the vigor of workers and enterprises, release the existing 
productive forces, and reduce the pressure of the population and unemployment 
and enhance the role of the social services; on the other hand, the reform 

and transformation of ownership also positively embodies the new demand of the 
further development of the social productive forces and the further increase 

of the social economic results on the relations of production. 


/8918 
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YUNNAN MEETING ON COLLECTIVE ECONOMY 
HK111444 Kunming Yunnan Provincial Service in Mandarin 1000 GMT 10 Jul 86 


[Excerpts] From 5 to 9 July, the Provincial People’s Government held an on- 
the-spot meeting in Yuxi, on the urban and rural collective economy. The 
aims of the meeting were to seek unity of thinking, to deepen people's under- 
standing, to draw demarcation lines, to implement policies, to enhance 
people's vigor, and to take measures to vigorously develop the urban and rural 
collective economy. 


The meeting believed that during the Sixth 5-Year Plan, the province's urban 
and rural collective economy, township enterprises in particular, began to 
develop rapidly. The total output value of the province's collective in- 
dustry for 1985 amounted to 2.17 billion yuan, an increase of 130 percent 
over 1980. The total income of the province's township enterprises for 1985 
was 2.86 billion yuan, an increase of more than 200 percent over 1980. This 
has not only promoted the readjustment of the rural production structure, but 
has also boosted the rural economy. Some peasants have become rich by 
running township enterprises. 


The meeting pointed out that the province has made great developments in the 
urban and rural collective economy, but it is only in the initial stage. 
Compared to the abundant natural resources in the province, this is far from 
satisfactory. Township enterprises in most counties and cities have a poor 
foundation, their output value is small, and their development is uneven. 

We must seriously sum up experience [word indistinct] no time, and take 
effective measures to solve the existing problems and to further promote con- 
tinues and steady development in the collective economy. 


The meeting pointed out emphatically, that in developing the urban and rural 
collective economy, we must adhere to the road of doing everything according 
to local conditions, seeking truth from facts, and giving play to our strong 
points while avoiding our weak points, and we must implement the principle 
of actively supporting and vigorously developing the collective economy. 

The meeting demanded that all areas and departments concerned earnestly 
implement the relevant policies and regulations of the Provincial CPC Com- 
mittee and people's government on developing the urban and rural economy. 
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They must not refuse to implement the policies and regulations merely because 
of a failure to reach ideological unanimity in some departments. 


Governor He Zhiqiang spoke and Vice Governor Zhu Kui delivered a report at 
the meeting. 


/8918 
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WUHAN ADVISORY COMMITTEE HAS DECISION-MAKING POWER 
OW110651 Beijing XINHUA in English 0620 GMT 11 Jul 86 
("Think-tank Shares Decision-making Power"--XINHUA headline] 


[Text] Wuhan, July 11 (XINHUA)--A project to widen a bridge over the Hanshui 
River in the center of Wuhan, a busy section in the capital of Hubei Province, 
was vetoed by a group of advisers to the municipal government before the con- 
struction was launched on July l. 


Wuhan is composed of three parts, namely Hankou, Hanyang and Wuchang, which 
are divided by the Yangtze and Hanshui Rivers. 


With the city's economic and social development, a highway bridge linking 
Hankou and Hanyang has often become a center of traffic jams. The construc- 
tion department decided to expand the bridge and add overpasses on both banks. 


But the plan was turned down by the Advisory Committee of the municipal 
government which considered it an expensive project with little benefit after 
they conducted an overall investigation. 


Instead, they suggested the construction of a new bridge. Their idea was 
soon accepted by the municipal government. This is one of the administrative 
reforms of the city government to give its consultants veto powers, according 
to an official from the municipal authorities. 


During the past 3 years, the Advisory Committee has become an important 
think-tank of the municipal government. The city officials first consult the 
experts of the committee before starting every major project. 


Two years ago the committee produced a program for an overall development of 
the city which aimed at overcoming two big problems--commodity circulation 
and transportation. The idea soon became a common target of the whole city. 


Experts of the committee toured disorganized and backward enterprises in the 
city to help improve production and management. It found that the product’ 
of the Wuhan washing machine factory suffered from unstable quality and b 
cost, because it had to use spare parts supplied by other factories waich 
were not under its control. 
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The experts advised the city government to let the washing machine factory [to] 
select its own partners through bidding. 


Despite objections from some other factories and departments, the municipal 
leaders adopted this idea which also solved similar problems for other 
factories. 


As a result, more enterprises felt the pressure under the new system. They 
began to make efforts to turn out competitive products to meet the growing 
needs of the markets. 


Advisers also made suggestions on the management system in transport, whole- 
sale markets, finance and foreign trade. 


Three research bases on laser beams, optical fibers and biotechnology have 
been set up near the east lake in the southern suburbs in response to the 
call of the Advisory Committee for developing this area, which is surrounded 
by colleges and research institutes. 


Liu Daoyu, president of Wuhan University and chairman of the Advisory Con- 
mittee, said that though the educational level of new leaders in the city 

has improved, they still have to rely on the think-tanks, which serve in 

turn as a channel for intellectuals to turn their knowledge into productivity. 


/8918 
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GUIZHOU'S LESS-DEVELOPED AREAS TO RECEIVE AID 
OW131511 Beijing XINHUA in English 1430 GMT 13 Jul 86 


[Text] Guiyang, July 13 (XINHUA)--Southwest China's Guizhou province has 
allocated more funds and provided more techniques and goods this year to its 
26 less-developed counties inhabited by ethnic minority people. 


An official of the provincial rural economy commission told XINHUA that in 
order to help these ethnic minority people to get rid of poverty, the pro- 
vincial government has so far earmarked more than 133 million yuan for 
developing economy in these counties. The amount was bigger than any 
appropriated in the previous years, he said. 


People of a dozen minority nationalities in the province, including those of 
Miao, Dong, Yi and Bouyei nationalities, make up 26 percent of its popula- 
tion. They now live in nearly two thirds of Guizhou's areas, mostly in 
remote areas where transportation and education conditions are poor. 


These allocations will be used in 110 industrial and 150 agricultural pro- 
jects which are expected to yield early economic returns, according to the 
official. 


He noted that in addition to fund supply, the provincial government this year 
has also sent nearly 10,000 agrotechnicians and skilled owrkers to these areas 
to offer advices and techniques useful in farming and mining. 


Some 89,842 households in local minority regions have received funds and 
techniques for crop growing and the raising of domestic animals and poultry. 


Since early this year, about 3,600 officials from provincial departments have 
been dispatched to remote, mountainous areas to help tackle problems in pro- 
duction. 


The official added that agricultural taxes for the underdeveloped areas would 
be reduced or exempted. Such aid has proved to be successful in Taijiang 
County inhabited by the people of Miao nationality in southeastern Guizhou. 
With the two million yuan of funds raised by the Provincial Rural Economy 
Commission early this year, the region entered into a power grid, and the new 
supply of electricity has made it possible for the county to set up a marble 
processing factory, a plywood factory and a wood shuttle factory. As a re- 
sult, the output value of these factories are expected to reach eight million 
yuan annually, according to the commission. 


/8918 
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MEETING ON SOUTHWESTERN ECONOMY ENDS 12 JUL 
HK140841 Lhasa Xizang Regional Service in Mandarin 1130 GMT 13 Jul 86 


[Text] On 12 July, Lhasa concluded the fifth theoretical discussion on 
goods, materials, and the economy of the southwestern region. At the 8-day 
meeting, over 150 representatives of Yunnan, Guizhou, Sichuan Xizang and other 
provinces and regions discussed in depth theoretical issues concerning goods, 
materials and economy. They also made a gratifying achievement in developing 
the lateral economic links. 


Puqung, vice chairman of the regional people's government; Wang Guangxi, 
secretary general of the regional people's government; Gu Jinnan, leading 
party group secretary of the regional economic planning commission; and 
Xiang Yang, chairman of the regional economic planning commission, attended 
the closing ceremony. At the ceremony, (Hu Jumin), secretary general of the 
China Association for Goods, Materials and Economy; Xiang Yang, chairman of 
the regional economic planning commission; and representatives of Yunnan, 
Guizhou and Sichuan made speeches. 


(Sun Qiwen), deputy chief of the regional bureau fdr goods and materials and 
deputy head of board of directors of the regional association for goods, 
materials and economy, delivered the closing speech. 


The meeting received a total of some 80 academic these concerning such topics 
as theory of materials and economy, management of goods and materials, the 
establishment and perfection of the market for means of production, the 
development of lateral economic links and so on. These theses discussed a 
wide range of topics in an in-depth manner, and are therefore a rich theo- 
retical source for our work of studying and strengthening the structural 
reform of goods and materials management in future. 


During the meeting, the region's bureau of goods and its Sichuan counterpart 
followed the principle of integrating theory with practice, and reached an 
agreement on training, information, and technological exchange. The region's 
metal, capital construction, chemical and building materials companies also 
reached agreements with Sichuan, Yunnan and Guizhou provinces’ corresponding 
companies on cooperation and joint venture. 


/8918 
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COMMENTARY ON MEETING ANNUAL REVENUE PLAN 
HK151336 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 14 Jul 86 


{Station commentary: “Firmly Grasp Financial Revenue, Fulfill the Annual 
Plan"] 


[Text] The current economic situation in the province is good. Despite 
shortages of raw materials and power supply, the province's industrial pro- 
duction has maintained continuous and steady growth. A bumper harvest is 
expected in summer grain. Both urban and rural markets are brisk. Commodity 
circulation is expanding. All this has laid a good material foundation for 
us to fulfill the annual financial revenue plan. However, some problems 
still merit our attention. The main problems are: The comparable costs of 
enterprises have increased; some products are overstocked, resulting in 
shortage [words indistinct] funds; and tax evasion and delay of tax payments 
are very serious in some enterprises. If we fail to properly solve these 
problems, it will be difficult to fulfill the province's annual financial 
revenue plan. We must realize that the shortage of raw materials, power 
supply, and funds will continue in the second half of this year. In particu- 
lar, the accumulated water in the Nongyangxia reservoir in the upper reach of 
the Huanghe may seriously affect the province's industrial and agricultural 
production. Therefore, we must seize the current favorable opportunity to 
try every means to increase production and income. Economic management de- 
partments at all levels must change their style, go deep into the grassroots, 
help enterprises resolve practical problems, and try every means to enliven 
enterprises, circulation, and funds, so as to create good external conditions 
for normal production and business operations of enterprises. By starting from 
reform of business operation, enterprises must also upgrade the quality of 
their products, cut consumption, expand sales, and counteract the effect of 
increases in the prices of raw materials within enterprise. 


Financial and tax departments at all levels must take effective measures to 
strengthen management of tax collection, plug all loopholes, check tax 
evasion, and collect all monies that should be colected. While properly 
collecting revenues, they must pay serious attention to expenditures. They 
must properly control and use the funds for special items and must strictly 
control non-production expenses. 
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This is the first year of the Seventh 5-Year Plan. Fulfilling this year's 
financial revenue plan will be of great importance to a balance of the pro- 
vince's revenue and expenditure; to continuous, steady, and coordinated 
economic development in the province; and to smooth progress of the reform of 
the economic structure in the province. We must proceed from the overall 


situation, properly carry out our own work, and fulfill and overfulfill this 
year's financial revenue plan. 
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SICHUAN MEETING DISCUSSES FINANCE, TRADE 
HK190543 Chengdu Sichuan Provincial Service in Mandarin 2200 GMT 18 Jul 86 


[Excerpts] A 5-day provincial finance and trade work conference concluded in 
Chengdu on 18 July. Vice Governor Xie Shijie spoke at the conclusion of the 
meeting. He discussed the situation and tasks in finance and trade and the 
adoption of measures to solve current problems. He also called on government 
at all levels to strengthen leadership over finance and trade work. 


The meeting stressed that to fulfill the province's economic development plans 
for this year, it is extremely important to do a good job in work in the next 
few months. The finance and trade departments must get a good grasp of the 
following tasks in the second half of the year: 


1. Vigorously push the sales of local industrial products and open up a 
sellers’ market; 


2. Do a good job in organizing the purchase of agricultural and sideline 
products during the busy season; 


3. Seize the favorable chance to vigorously expand foreign trade and exports; 
4, Strive to increase revenue and economize in expenditure; 


5. Further improve financial management and make proper and lively use of 
capital ; 


6. Step up ideological and political work, improve the quality and attitude 
of service, and correct sectoral malpractices. 


During the meeting, Governor Jiang Minkuan spoke on the importance of doing 
a good job in finance and trade work and on measures for doing so. 
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ECONOMIC MANAGEMENT 


QINGHAI MEETING URGES IMPROVED ECONOMIC RESULTS 
HK190245 Xining Qinghai Provincial Service in Mandarin 2230 GMT 18 Jul 86 


[Excerpts] A provincial meeting on industry and communications has proposed 
that big efforts be made in the second half of the year to resolve the 
problem of poor economic results. It is also necessary to organize production 
with care and strive to fulfill 80 percent of the year's plan by the end of 
the third quarter. 


Vice Governor Wu Chengzhi pointed out at the meeting that industrial products 
are currently stockpiled to a serious degree in the province. This has a 

direct impact on production growth. It is therefore necessary to ship industrial 
goods to the countryside, expand the markets in rural and pastoral areas, and 
keep clear the sales channels in the urban and rural areas. 


During the meeting, the provincial finance and economic commission called for 
a focus on resolving problems of quality in motor vehicles and woolen textiles 
in the second half of the year. The material supply, banking, railroad and 
other departments should cooperate closely to solve problems and difficulties 
for the enterprises. 


We must take into account that when, beginning in October, water storage work 
is in progress at the Longyangxia hydroelectric station, Qinghai will be short 
of 500,000 kilowatt hours of electric power each day. In view of this, the 
enterprises must bring forward their tasks as much as possible, improve 
production organization, and get a good grasp of production in the third 
quarter. We should ensure that the province's industrial output value reaches 
190 million yuan a month in the second half of the year. 


/8309 
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ECONOMIC MANAGEMENT 


HE KANG SPEAKS ON XINJIANG'S ECONOMIC DEVELOPMENT 
HK290801 Urumqi Xinjiang Regional Service in Mandarin 1200 GMT 27 Jul 86 


[Text] On 26 July, at the regional conference on speeding up economic develop- 
ment in northern Xinjiang pastoral areas, He Kang, minister of agriculture, 
animal husbandry, and fishery, pointed out in his speech: Xinjiang has good 
resources and a good foundation for developing animal husbandry. It must give 
full play to its advantages, speed up the economic development of animal 
husbandry, and build the region into China's first-class and modern animal 
husbandry base, so as to make greater contributions to the state. 


Minister He Kang said: In order to speed up the animal husbandry economy, 

the region must attach importance to the principle of focusing on animal 
husbandry, and integrating agriculture with animal husbandry. It must replace 
the practice of rearing animals by depending on the weather with the practice 

of relying on science and technology. It must develop from a closed-type, self- 
reliant economy into a commodity economy, and change its nomadic production 

mode into the mode of producing at a fixed or semifixed base. It must 

diversify its single-product operation and replace the practice of herding 
livestock via somebody else with the practice of herding the livestock 
personally. 


He Kang put forward 10 proposals on developing Xinjiang's economy: 


First, it should change its traditional concepts, and actively create conditions 
for herdsmen engaging in production at fixed or semifixed bases. 


Second, it should focus the construction of pastoral areas on such basic 
facilities as water supply, grazing land, sheds, and so on. The outstanding 
issue at present is the rational use of and protecting well, the existing 
grassland. 


Third, it should actively implement the law on grassland, and further perfect 
the contracted responsibility system in grazing. 


Fourth, it should integrate agriculture with animal husbandry, and develop 
lateral economic ties. It should advocate a diversified integration of 

agriculture and husbandry. By using local advantages, the pastoral areas 
should graze and butcher livestock within the same year, so as to increase 
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the percentage of marketable products. The region should also encourage 
lateral economic ties among livestock product processing enterprises, 
industrial and mining areas, cities, and raw materials production areas. 


Fifth, it should strengthen investment in the intellectual resources of the 
pastoral areas, train, on a large-scale, scientific and technological 
personnel for animal husbandry, and improve the scientific and technological 
knowledge of peasants. 


Sixth, it should strengthen the construction of animal husbandry's social 
service system, and promote the development of commodity economy. 


Seventh, it should keep the circulation channels clear for livestock products, 
and gradually rationalize the prices of livestock products. In particular, 
it should focus on breaking regional boundaries. 


Eighth, it should increase its investment in animal husbandry, do well by 
stages in building the pastoral areas, and gradually improve the production 
conditions of the areas. 


Ninth, it should actively give play to the role of the production and con- 
struction corps, which must provide improved breeds and technology for the 
region's development of animal husbandry, must formulate plans for building 
the grazing land, and must promote the development of local animal husbandry 
through economic ties. 


Tenth, it should do well in helping the poor, and help the poor peasants solve 
food and clothing problems, as well as helping them quickly take the road 
toward getting rich. 


/8309 
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ECONOMIC MANAGEMENT 


PARTICIPATION IN CLASSIFICATION NOTED 
HK301117 Zhengzhou Henan Provincial Service in Mandarin 2200 GMT 29 Jul 86 


[Excerpt] According to HENAN RIBAO, in the future, some 17,000 enterprises 
in the province will implement the system of striving to participate in 
classification. Striving to participate in classification means that 
enterprises should strive to be ranked as national special-grade, grade-l 
or grade-2 enterprises or provincial advanced enterprises. Provincial 
advanced enterprises are divided into provincial grade-l and grade-2 
enterprises. 


At the provincial enterprise management conference which ended on 27 July 
in Luoyang, Governor He Zhukang and Vice Governor Qin Kecai delivered 
speeches, 


They said that the problem of inferior quality products, high consumption, 
serious waste, and poor economic results is a major problem in the province's 
current industrial production. The main measures to solve this problem in 
the future is to grasp escalation of enterprises’ ranking. This is a 
long-term strategic task for improving business management of enterprises. 


The conference stressed that the most important task in the next stage is that 
all departments in charge must set before the end of this year specific 
requirements for provincial grade-l and grade-2 advanced enterprises according 
to different trades, work out plans for enterprises to join classification, 
and formulate detailed rules for carrying out the plans. 
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ECONOMIC MANAGEMENT 


BRIEFS 


PROBLEMS IN ENTERPRISES SOLVED--Tomur Dawamat, deputy secretary of the 
regional CPC Committee and chairman of the regional government, recently went 
to inspect work and solve problems in the Xinjiang Iron and Steel Company and 
the Xinjiang 1 July cotton textile general mill. On arriving at the iron and 
steel company to inspect work on 5 July, he was informed that the plant now 
had 20,000 tons of steel stockpiled, with the result that 16 million yuan in 
capital could not be circulated, and that there were many customers in the 
interior urgently needing the steel, but the problem of rail transport could 
not be solved. He immediately told the responsible comrades accompanying him 
that it was essential to devise all possible means to solve this problem. 
Afterwards, he commissioned the comrades concerned to telephone the respon- 
sible comrades of the railway bureau to discuss readjusting the make-up of 
trains and map out transport plans. As a result this problem which had 
dragged on for 6 months was solved in only 4 days. As the 1 July cotton 
textile general mill, Tomur Dawamat pointed out after listening to work re- 
ports: The enterprises must unswervingly persevere in reform the fruits of 
reform should be gradually consolidated, perfected, and improved. We cannot 
go back to the old road. [Excerpts] [Urumqi Xinjiang Regional Service in 
Mandarin 0000 GMT 11 July 86 HK] /8918 


INDUSTRIAL PRODUCTION ARRANGEMENTS--The Provincial Economics Commission held 
a forum of responsible persons of 10 prefectural and city economics commissions 
on 6 July to discuss the economic situation and make arrangements for indus- 
trial and communications production in the second half of the year. The com- 
mission called on prefectural and city economics commissions to put reform in 
the first place in economic work in the second half of the year, focus on 
putting reform measures on a sound basis, and further invigorate the enter- 
prises. At present enterprise reform should be centered on reform of the 
enterprise leadership setup. It is necessary to universally institute the 
system of a manager's responsibility for meeting targets during his term of 
office. It is necessary to firm up various economic responsibility systems 
and put them on a sound basis, make good and flexible use of bonus funds, and 
implement the principle of distribution according to work. We must adopt a 
policy of further relaxation and invigoration for certain special enterprises. 
The Provincial Economics Commission held that so long as there are raw mater- 
ial sources, sales outlets, and guaranteed quality, free rein can be given to 
all-out efforts in industrial production in the second half of the year. The 
province should maintain appropriate growth rate under the premise of improv- 
ing economic results. [Text] [Xian Shaanxi Provincial Service in Mandarin 
2330 GMT 7 Jul 86 HK] /8918 
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ENTERPRISE REFORMS STRESSED--Lanzhou City CPC Committee Secretary Wang Jintang 
has been interviewed about the censure incurred by (Xu Jiangji), manager of the 
city No 4 woolen textile mill, when carrying out reform. Wang Jintang said: 
We must respect the position of the enterprises, ensure the powers of the 
managers, and truly create a relaxed atmosphere for reform. Wang Jintang 
said: The Lanzhou No 4 woolen textile mill has been successful in carrying 
out reform. Reform is a profound social change, and a process of gradual ex- 
ploration is required. It is inevitable that problems of various kinds will 
arise, and there is nothing strange about that. The leaders must keep clear 
heads, distinguish between right and wrong, fully affirm the achievements of 
reform, and unswervingly support reform. We cannot use simple methods to deal 
with the shortcomings and mistakes of reformers. We must help them to enhance 
understanding, sum up experiences and lessons, and correct the mistakes. Wang 
Jintang told the reporter in conclusion that at present the concept of power 
and the idea of leadership is very strong among certain leaders. This is not 
helpful for reform. The reforms need the trust and support of the upper-level 
leaders. We must support them with a firm and clear-cut stand, and uphold 
justice for them. The leaders must rid of old concepts and establish new 
ones. They must bring about an ideological change in their thinking. Only 
thus can we create a [words indistinct] for reform and make a success of 
reform. [Excerpts] [Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 

8 Jul 86 HK] /8918 


ENTERPRISE WORK TEAMS--According to XIAN WANBAO, the Xian City government has 
decided that in the future all work teams sent into enterprises must come under 
unified city arrangements, no matter what they are checking on or which level 
organized them. The enterprises have the right to refuse to admit inspection 
groups that are not under unified city organization. [Text] [Xian Shaanxi 
Provincial Service in Mandarin 0100 GMT 5 Jul 86 HK] /8918 


HUBEI PROGRESSES AUDIT WORK--In the first half of this year, the province's 
auditing departments totally checked accounts in 3,880 units. In the work, 
the departments discovered that over 246 million yuan in funds were in 
appropriately handled, of which more than 42 million yuan should have been 
delivered to the state. Now, the departments have delivered 20 million yuan 
to the state. By the end of June, the province had checked 596 projects, in 
which the departments discovered that more than 42 million yuan in funds had 
not been collected, and more than 33 million yuan of funds came from inappro- 
priate sources. [Summary] [Wuhan Hubei Provincial Service in Mandarin 1000 
GMT 11 Jul 86 HK] /8918 


HUBEI INSTITUTE GRADUATES MANAGERIAL CADRES--Wuhai, July 11 (XINHUA)--Some 
150 senior and middle-ranking managers, averaging 35 years old, have graduated 
from a 2-year course at the Hubei Provincial Economic Managerial Cadres' In- 
stitute, said an official of the Provincial Economic Commission. They 
studied political economy, higher mathematics, planning, industrial manage- 
ment, statistics and accounting at the institute, which is one of China's 
major training centers for managerial officials and experts. There are more 
than 600 students in the institute which was set up in 1983, and some 600 
newcomers will be admitted this fall. Last year, more than 45,000 business 
and factory managers received training at centers sponsored by provincial, 
city and county authorities, the commission official reported. About one 
third of the counties have set up their own training centers, he added. 
[Text] [Beijing XINHUA in English 1054 GMT 11 Jul 86 OW) /8918 
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FINANCE AND BANKING 


GANSU PROVINCE INCREASES FINANCIAL REVENUE 
HK151332 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 14 Jul 86 


[Text] The province's financial revenue in the first half of this year 
amounted to 901.73 million yuan, accounting for 48.9 percent of the annual 
revenue target and marking an increase of 9.9 percent over the same period of 
last year. This also indicates that the province has maintained a good trend 
of achieving synchronous growth rates in both financial revenue and economic 
development. 


According to the relevant data, there were two characteristics in the pro- 
vince's financial revenue in the first half of this year: 


l. Prefectural and county levels have done better than the provincial level 
in financial revenue. By the end of June, prefectural and county levels ful- 
filled 50.7 percent of their annual financial revenue target, an increase of 
15 percent over the same period of last year; whereas the provincial level 
fulfilled 46.4 percent of its annual financial revenue target, an increase 

of 3.7 percent over the same period of last year. 


2. The province has done better in industrial and commercial tax revenue 
than in enterprises’ income. The province's industrial and commercial tax 
revenue in the first half of this year accounted for 51.2 percent of the 
annual target, whereas income of the province's enterprises in the first half 
of this year accounted for only 39.5 percent of the annual target. 


Tax revenue, the province's major financial revenue, usually accounts for 
about 90 percent of the province's total financial revenues. The good in- 
dustrial and commercial tax revenue of the province in the first half of this 
year was due to three reasons. 


l. The continuous growth in industrial production has resulted in a contin- 
uous increase in sales volume, and the deficit of loss-suffering enterprises 
has reduced by a wide margin. 


2. The tax revenue of major products, such as power energy, nonferrous metals, 
and cigarettes, has increased. 


3. Due to expansion of commodity circulation, sales tax from commerce, com- 
munications, and service industry has increased. 


/8918 
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FINANCE AND TANKING 


NORTH CHINA BANKS SPEED UP MONEY REMITTANCES 
OW202214 Beijing XINHUA Domestic Service in Chinese 2334 GMT 19 Jul 86 
[By reporter Zhao Yongjin] 


[Text] The People's Bank, the Industrial and Commercial Bank, and the 
Agricultural Bank in Hebei, Beijing, and Tianjin recently agreed to effect 
direct settlement of payments. 


The banks in these areas will try a new method for settlement of payments 

for money orders or drafts. The new method involves the use of a standard 
“special seal for settling payments in Beijing, Tianjin and Hebei," a "list 

of banks and financial institutions for money remittance in Beijing, Tianjin, 
and Hebei," and a standard list of secret codes. This new method for 

settling payments will help cover more areas for the transfer of funds, 

make things convenient for the customers, speed up the delivery of vouchers, 
reduce the number of days needed to settle payments, and ensure that the payment 
is ready when the bearer of the draft arrives in the bank. In addition, 

the branches of the Agricultural Bank in Hebei Province in the vicinity of 
Beijing and Tianjin may directly settle payments with other branches of the 
Agricultural Bank in Beijing and Tianjin from now on. In this way, the number 
of channels a person must go through in remitting money from one place to 
another will be reduced to 1 or 2 instead of 4 or 5 as in the past. 

The number of days required for settlement of payments will be reduced to 

2 to 4 days instead of 7 to 8 days as in the past. 


The banks in Beijing, Tianjin, and Hebei also agreed to gradually set up a 
"clearing house for checks and drafts in Beijing, Tianjin and Hebei" in the 
future. They also agreed that right now, checks can be cleared in places 
where conditions permit for the transfer of money and that later, standard 
drafts will be used to settle payments in different localities. 
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FINANCE AND BANKING 


BRIEFS 


SHANDONG TECHNICAL TRANSFORMATION LOANS--During the period of the Seventh 
5-Year Plan, the Shandong Provincial Industrial and Commercial Bank will 
grant 5 billion yuan in loans for conducting technical transformations, a 
60-percent increase over the Sixth 5-Year Plan period. During the Sixth 
5-Year Plan period the province issued a total of 3 billion yuan in loans 
for conducting technical transformations. With this fund, more than 5,800 
technical transformation projects have thus far been put into production, 
which have increased profits and taxes by 2.3 billion yuan. [Summary] 
[Jinan Shandong Provincial Service in Mandarin 2200 GMT 11 Jul 86 SK] /8918 


HUBEI FINANCIAL SITUATION IMPROVES--The financial situation in Hubei Pro- 
vince during the first half of this year was relatively good. The amount of 
currency withdrawn from circulation was 240 million yuan. The total amount 
of urban savings deposits in the province reached 4.96 billion yuan. The 
total of all insurance premiums in the first 5 months reached 70 million 
yuan. These totals were all more than in the same period last year. The 
amount of laons as industrial floating capital was 960 million more than in 
the beginning of last year. These loans were spent on supporting marketable 
light industrial and export products, supporting production, and supporting 
the development of energy resources, communications, and the raw material 
industry. The total amount of agricultural loans was 430 million yuan and 
these loans were mainly spent on the production of grain and cotton and on 
the breeding of livestock and aquatic products. The total amount of exports 
for the whole province in the first half year was $367 million. [Summary] 
[Wuhan Hubei Provincial Service in Mandarin 1000 GMT 14 Jul 86 HK] /8918 


URBAN SAVINGS DEPOSITS--Beijing, July 20 (XINHUA)--Bank savings deposits in 
China's urban areas reached 106.93 billion yuan by the end of June, accord- 
ing to the Industrial and Commercial Bank of Chima. According to the bank's 
statistics, the first half year saw a savings increase of 17.42 billion yuan, 
meeting about 76.9 percent of the total increase in the bank's floating loans. 
The official attributed this increase to better services and expansion of 
business scopes. In China's special economic zones, the bank also has foreign 
exchange savings business. Up to now, the industrial and commercial bank 

has 16,000 urban branches and some 600,000 offices taking care of the bank's 
businesses. [Text] [Beijing XINHUA in English 0552 GMT 20 Jul 86 OW] /8918 














NANJING INTERBANK CLEARING HOUSE--Nanjing, 5 Jul (XINHUA)--A central clearing 
house and a center to coordinate leading and borrowing among different special 
banks were set up in Nanjing, capital of Jiangsu Province, this week to speed 
the work of clearing receipts and checks. In the clearing house, under the 
direction of the People's Bank, 23,000 receipts an hour can be handled. The 
bank authorities said that the clearing house, along with the lending and 
borrowing center, helps raise the efficiency of bank work. Now, enterprises 
cen get the capital they need quickly. [Text] [Beijing XINHUA in English 
1503 GMT 5 Jul 86 OW] /8918 
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INDUSTRY 


GANSU RIBAO ON INCREASE IN INDUSTRIAL OUTPUT VALUE 
HK310945 Lanzhou GANSU RIBAO in Chinese 15 Jul 86 p 1 


[Report by Ma Huaqin [7456 5478 5367]: "Gansu Speadily Maintains Trend of 
Increase in Its Gross Industrial Output Value"] 


[Text] After 3 successive years of steady and coordinated development of 
industrial production, Gansu maintained its trend of increase in the first 
half of this year, with a growth rate of 7.2 percent. In connection with 

the new difficulties and new problems in the second half of this year, the 
department concerned is adopting measures for working out appropriate arrange- 
ments, so as to ensure the accomplishment of this year's tasks. 


Between January and June, the cumulative gross industrial output value of 
the province totaled 6,033 million yuan, also an increase of 7.2 percent 
compared with the same period last year. The growth rate of light industry 
was 11.6 percent, and that of heavy industry was 5.7 percent. The output 
volume of major products such as pig iron, copper, timber, beer, rolled 
steell, plate glass, cotton cloth, knitting wool, and so on was increased 
by more than 20 to 30 percent compared with the came period last year. Some 
87.7 percent of the products had their quality maintained or improved, 

which was higher than the figure for the same period last year. Between 
January and May, the output value of the province's budgetary industrial en- 
terprises was increased by 5.4 percent compared with the same period last 
year, while their sales volume was increased by 9.5 percent and their profit 
and tax delivery was increased by 10.7 percent. Thus, they have maintained 
a “simultaneous growth in three areas." Also, the level of industrial losses 
dropped by 34.3 percent in the period. 


According to a responsible comrade of the department concerned, the major 
issues and problems of our current industrial production are: The develop- 
ment of production is not even, with the progress of some departments and 
localities falling short of the planned requirements, and the development 

of some units even declining. In addition to having not very satisfactory 
economic indexes in some areas, sharp increases in liquid capital, and a rise 
in fixed-price products’ production costs, some enterprises faced a drop in 
their profits, and losses even occurred. Many medium-sized and small 
enterprises are in a predicament since their amount of retained capital is 
small and they lack the capability for self-transformation. This responsible 
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comrade said: The situation faced by the province's industrial production 
in the second half of this year is serious, [word indistinct] task is very 
arduous. In order to ensure the accomplishment of the tasks for the whole 
year, particularly the third quarter, we shall adopt the following measures. 
First, we shall take a clear stand and support enterprise reform. We shall 
resolutely implement and perfect the responsibility system of factory directors, 
and return to enterprises their proper decisionmaking power. We shall reso- 
lutely check practices of apportioning expenses to enterprises, and protect 
the independence and initiative of enterprises. At the same time, we must 
help them carry out reforms in a comprehensive way, and further perfect their 
economic responsibility system. Second, we shall stress speed under the 
prerequisite of ensuring the products’ marketability, quality, and economic 
results. We should guard against the tendency of only pursuing high output 
value and speed. When assigning production quotas, we must set the demands 
in terms of output value, quality, and economic results. In the third quar- 
ter, we should have some 90 percent of the major products’ quality maintained 
or improved. Beginning from 1 July, we have formally implemented the State 
Council's “regulations on responsibilities for industrial products’ quality." 
Whoever produces goods that fail to meet the state's standards must be in- 
structed to undergo consolidation within a specific time. If this does not 
improve the situation, the producer must have his operation suspended or 
cloased down, or even have his business license revoked. Enterprises which 
produce famous, quality, and badly needed products should be given help in 
terms of energy, capital, raw materials, and transport, so that they can go 
all out and engage in production. On the other hand, we should check or stop 
the production of overstocked and unmarketable products. Third, we should 
continue to overcome difficulties concerning capital and raw. materials. Re- 
cently, by acting in the spirit of the state's instruction on taking an even 
more relaxed attitude toward the enterprises’ liquid capital, the province's 
banks have raised funds for urgent production of a particular product. The 
provincial economic and planning commissions, as well as the goods and mater- 
ials supply department, will soon hold a meeting on exchanging goods and mater- 
ials. In addition to allocating some goods and materials to meet urgent needs, 
they will organize the supply of goods and exchange products. Some of the 
products may be exchanged with other provinces. Fourth, we should strengthen 
and improve the administration of enterprises. All enterprises must focus 

on product quality, consumption, fund management, and group building when 
working out specific measures and strengtheningthe basic work. In the third 
quarter, we should conduct self-examination, mutual examination, and selective 
examination, in addition to holding on-the-spot meetings on exchanging 
experiences. 
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INDUSTRY 


BRIEFS 


LIGHT INDUSTRIAL PRODUCTION--Beijing, 9 Jul (XINHUA)--According to the Min- 
istry of Light Industry, enterprises on the light industrial front produced 
84.3-billion-yuan worth of products during the first half of this year. This 
was 8.9 percent more than during last year's corresponding period. Statistics 
show the following increases in production in the first half of this year 
compared with the corresponding period of last year: Production of sugar 
increased by 690,000 metric tons, salt 1.72 million metric tons, cigarettes 
800,000 boxes, beer 360,000 metric tons, synthetic detergent 90,000 metric 
tons, wristwatches 2.81 million, refrigerators 150,000, and washing machines 
250,000. Relatively big increases were also registered in the output of 
electric fans, stainless steel products, and toys. [Summary] [Beijing 
XINHUA Domestic Service in Chinese 0808 GMT 9 Jul 86 OW[ /6662 
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CONSTRUCTION 


BRIEFS 





SICHUAN COMMUNICATIONS FACILITIES--During the Seventh 5-Year Plan period, 
Sichuan Province will build or rebuild a large number of major highways, 
channels, and wharves. The province will build or rebuild 10 highways. At 
the same time, the province will build or rebuild highways in old liberated 
areas, poor mountainous areas, and minority-nationality areas. [Summary] 
[Chengdu Sichuan Provincial Service in Mandarin 0930 GMT 17 Jul 86 HK] /6662 
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FOREIGN TRADE AND INVESTMENT 


GUANGDONG'’S EXPORTS SET 'NEW RECORD IN HISTORY' 
HK180809 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0852 GMT 17 Jul 86 


["Roundup" by ZHONGGUO XINWEN SHE reporter Zhang Xu [1728 6079]: "Guangdong s 
Export Trade Shows a Turn for the Better and Sets a Record in History"] 


[Text] Guangdong's export trade, which declined last year, has shown a turn 
for the better since the beginning of this year. The export volume of the 
first half of this year reached $1.759 billion, which was more than 60 per- 
cent of the quotas of the whole year, and an increase of more than 45 per- 
cent over the same period last year. This set a new record in history. This 
was the first time that Guangdong ranked first in export trade among various 
provinces, municipalities, and autonomous regions in the whole country. In 
addition, Guangdong's import trade was more than 15 percent less than during 
the same period last year. This means the end of the fluctuating situation 
in Guangdong's foreign trade in recent years. 


During the first half of this year, 80 percent of Guangdong's specialized 
foreign trade companies fulfilled their export quotas. Their achievements in 
the export of taxtile products, grain, edible oil, light industrial prod- 
ucts, metals, and mineral products were particularly outstanding. Some 
companies have nearly fulfilled their export quotas for the whole year. The 
export volumes of various localities throughout the province have been higher 
than last year except Shenzhen and Hainan Island. Foshan, Zhaoqing, Huiyang, 
Guangzhou, and so on have a higher margin of increase. During the first half 
of this year, Jiangmen and Shaoquan overfulfilled export quotas for the whole 
year. 


The main reasons for the increase of Guangdong's export trade during the first 
half of this year were: The relevant departments made early arrangements; 
purchase price was based on quality, and export price was set according to 
market demand, which ensured ample supply of goods; effective measures were 
taken to encourage exports; and the plan for encouragement and retention of 
foreign exchange was implemented in enterprises so that the enthusiasm of 
basic-level enterprises and foreign trade companies would be aroused. 


To tape new sources of goods, foreign trade departments actively participated 
in the organizational of production. This speeded up the establishment of 


66 





the production system of commodity production. There were more than 60 
specialized plants and factories, and 18 joint venture specialized plants 
based on joint operations under the import and export company of light in- 
dustrial products. The products they provided accounted for more than 30 
percent of the total export volume of the company. At present, Guangdong's 
production system for manufacturing export commodities has been initially 
developed on a fairly large scale. 


After the implementation of the export quota and licensing system, the rele- 
vant departments in Guangdong promptly sent work groups responsible for 
export licenses and quotas to trading ports such as Shenzhen, Shantou, Zhan- 
jiang, Hainan, Zhuhai, and so on. They adopted flexible measures in order to 
facilitate the port. 


Experts have pointed out that the efforts made by Guangdong in recent years 
to import technology through foreign trade have produced a positive in- 
fluence on the export capability of the province. During the first half 

of this year, the export volume of enterprises engaged in production with 
materials, samples, and parts provided by foreign businessmen, and compen- 
sation trade, Sino-foreign joint venture enterprises, enterprises based on 
cooperation between China and foreign countries, and enterprises solely run 
by foreign businessmen reached $210 million, accounting for slightly more 
than one-eight of the total export volume. Advanced technology has upgraded 
and updated many products and brought about many new products. Some one- 
third of the exhibits on display at Guangdong's export product commodity fair 
held early this year in Hong Kong were new products. 


The drop of oil price, gradual increase of supply and demand on the inter- 
national market, brisk international economy, and the decrease of "paralleled 
goods" on Hong Kong and Macao market were objective factors beneficial to 
Guangdong's export trade. 


Hong Kong and Macao are still the main market for Guangdong's export trade, 
and the main export commodities are light industrial, agricultural, and side- 
line products. Although exports are optimistic about Guangdong's export 
trade, Vice Provincial Governor Yu Fei put forth opinions on speeding up 

the establishment of export commodity production system, enhancing the 
execution rate of contracts, and so on at the recently concluded Guangdong 
provincial economic and trade meeting. The relevant persons are fully confi- 
dent that Guangdong is able to fulfill the record high total export volume 

of the whole year valued at $3.5 billion. They point out that after the 
ending of long-term fluctuation, Guangdong's export trade will enter a new 
period of sustained and stable growth. 
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FOREIGN TRADE AND INVESTMENT 


FOREIGN TRADE VALUE INCREASES IN MAY 


HK300448 Beijing CHINA DAILY (BUSINESS WEEKLY supplement) in English 23 Jul 
86 p 3 


[Text] China's foreign trade value registered $6 billion in May this year, 
an increase of 4.7 percent over the same period last year, reports the 
State Statistical Bureau. 


The trade deficit topped $960 million, with exports standing at about $2.5 
billion and imports at $3.5 billion. Exports for the month recorded an in- 
crease of 14 percent, while imports dropped 11.1 percent. 


On the export side, shipments to Hong Kong and Macao topped the list, standing 
at $800 million by month's end. That is an increase of 42.9 percent over the 
same period a year ago. 


The European Economic Community (EEC) came in the second with $450 million, 
and increase of 164.7 percent. Japan ranked third with $340 million, down 
32 percent. The United States took fourth place with $220 million, up 71.4 
percent, and Canada, with $30 million, up 50 percent. 


On the import side in May, Japan topped the list with $990 million, a decline 
of 27.2 percent. Imports from the EEC reached $650 million, an increase of 
66.7 percent, ranking it second; Hong Kong and Macao followed with $460 mil- 
lion, up 7 percent; the United States came in fourth, standing at $420 million, 
up 5 percent; the Soviet Union reached $80 million, up 33.3 percent; and 
Canada, $60 million, down 40 percent. 


In May, about 1.6 million people toured China, an increase of 20.2 percent. 
Of those 140,000 were foreign tourists outside of Hong Kong and Macao. 

Japan accounted for 43,000 tourists, up 2.4 percent over the same period 
last year. Tourists from the United States totalled 31,000, up 28.2 percent. 


Tourists from Italy totalled 2,000, registering the biggest percentage in- 
crease from all the foreign countries. 


68 








Foreing Trade Commodities May 1986 





Commodity Exports Volume % change over May 1985 
Hogs 262,000 + 12.4 
Fresh, frozen pork 5,355 tons + 41.4 
Marine products 11,319 tons + 61.5 
Vegetables 39,951 tons + 11.3 
Canned food 32,000 tons + 6.7 
Canned peanuts 40,000 tons + 91.3 
Tea 11,000 tons + 10.0 
Medicine 4,628 tons + 33.1 
Coal 849,000 tons + 68.8 
Crude oil 2.7 million tons - 11.7 
Clothing 161 million tons + 9.1 
Wheat 491,000 tons - 6.3 
Sugar 32,000 tons - 76.6 
Timber 717,000 cubic metres - 12.2 
Synthetic fibres 25,804 tons - 31.6 
Cotton 12 tons - 80.0 
Iron ore 1.46 million tons + 84.7 
Steel products 1.47 million tons - 8.0 
TV sets 103 ,000 - 76.7 
Wristwatches 381 ,000 - 8.4 
/6662 


CSO: 4020/392 


69 











FOREIGN TRADE AND INVESTMENT 


GUANGXI USES IMPORTED TECHNOLOGY TO BOOST ECONOMY 
0W200750 Beijing XINHUA in English 0738 GMT 20 Jul 86 


[Text] Nanning, July 20 (XINHUA)--Foreign investment and technology has 
helped Guangxi Zhuang Autonomous Region develop its economy and investors 
earn profits, according to a high-ranking regional government official. 


Wang Rongzhen, vice-chairman of the regional people's government, said, 
between 1979 and 1985, the region had signed 232 contracts on using foreign 
investment and importing technology, totaling 350 million U.S. dollars. In 
the first six months of this year it signed 12 more contracts totalling 27 
million U.S. dollars. 


They involve in industry, agriculture, communications and tourism, Wang said. 


Wang Rongzhen said, so far, 122 projects have been completed and put into 
operation. 


A Nanning radio plant and a Hong Kong firm jointly set up an electronics 
company to produce variable condensers and coils. The project, with a total 
investment of 990,000 U.S. dollars. [as published] After three months of 
operation which started in last September the plant's total output value 
reached 490,000 yuan, and pert of its products are being exported. 


The Liuzhou cement factory now under construction has imported a set of cement 
production equipment from Denmark through compensation trade. With an in- 
vestment of 36.8 million U.S. dollars, the factory will produce 1.06 million 
tons of cement a year. 


Some enterprises, such as the Nanning chemical works, Guilin talcum powder 
factory, Beihai printing house and Guilin No 3 electronics factory, have 
used foreign investment to retool their equipment. 


Guilin is one of China's most attractive tourist centers. The region, 
inhabited by 12 ethnic groups, has rich natural resources. In the last few 
years, seven tourist hotels were built or transformed, using foreign invest- 
ment, and another 11 hotels are now under construction. 


It is learnt that the regional government would make known to foreign investors 


the possibilities of 34 cooperative projects at an export commodity exhibition 
to be held in Singapore in August. They cover textiles, chemicals, medicine, 
telecommunications, and material and light industries. 

/6662 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


ELECTRONICS EXPORTS INCREASE--The China Electronics Import and Export Corpora- 
tion contracted a total volume of exports during the first 6 months of this 
year valued at $223 million, an increase of 897.4 percent over the same 

period last year. The value of the actual amount exported from January until 
June was $34 million representing a 90 percent increase over the same period 
last year. [Excerpt] [Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 

14 Jul 86 p 3] 


BEIJING SURPASSES EXPORT QUOTA--In the first 6 months of this year, the total 
value of Beijing's foreign trade exports amounted to $334 million represent- 
ing a 39.4 percent increase over the same period last year. The main items 
exported were textiles, cereals and oils, livestock, jewelry, machinery, 
handicrafts, light industrial products, gold, silver, copper, tin, iron, 
chemical industrial products, automobiles, electronic goods, coal, and 
equipment. [Excerpt] [Beijing BEIJING RIBAO in Chinese 6 Jul 86 p 1] /6662 


ANHUI TRADE CONSULTATIONS SUCCESSFUL--Anhui's foreign trade consultations came 
to a successful close on 8 July after an unprecedented ll-day session. Over 
900 businessmen from 24 different regions and countries. attended. A total of 
554 contracts were signed for a total volume of trade valued at $108.4 mil- 
lion. This figure surpassed the pre-set target by 54.76 percent. The total 
value of exports negotiated amounted to $81.1 million representing a 23.9 
percent increase over the same period last year. The consultations were suc- 
cessful in expanding the use of foreign investment and a total of 22 items of 
econmic cooperation were arrived at that will bring in $13.75 million in di- 
rect foreign investment. [Excerpt] [Hefei ANHUI RIBAO in Chinese 10 Jul 86 
p 1) /6662 


ZHEJIANG TRADE FAIR SUCCESS--Zhejiang's trade fair drew to a close on 4 July 
with a total volume of trade valued at $106.5 million which exceeded the 
planned target two-fold. Of this total, cereals, oils, foodstuffs, and 
silks accounted for $20 million and textiles accounted for $18 million. Over 
800 businessmen from over 25 different countries attended. Several new prod- 
ucts such as lambswool yarn and stripped copper wire were made available and 
the total value of machinery, mechanical equipment, and electronic items 
came to $13 million. [Excerpt] [Hangzhou ZHEJIANS RIBAO in Chinese 5 Jul 

86 p 1] /6662 
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BREAKTHROUGHS URGED IN FOREIGN TRADE--Guangzhou Mayor Zhu Senlin said today 
at a foreign trade work conference convened by the city government that this 
year the city should strive to make new breakthroughs in foreign trade 
growth, in the establishment of an export production system, in opening up 
overseas markets, and in the use of foreign investment to import technology. 
Guangzhou did well in exports in the first half of this year. By the end of 
June, exports amounted to $277 million, representing 69.7 percent of the 
year's plan and an increase of 84 percent over the same period last year. 
There were big increases in exports of grain and oil foodstuffs, textiles, 
indigenous goods, light industry products, arts and crafts, and machine- 
building and chemical products. Mayor Zhu Senlin demanded that the city's 
export volume this year top the $500 million mark. [Text] [Guangzhou 
Guangdong Provincial Service in Mandarin 0900 GMT 19 Jul 86 HK] /6662 


214 BUSINESSES OPENED ABROAD--Beijing, July 29 (XINHUA)--China had opened 214 
joint ventures and enterprises with sole Chinese investment abroad and in 

Hong Kong and Macao by the end of June, the bi-weekly, INTERNATIONAL BUSINESS, 
reported today. The Chinese Government approved the establishment of 35 new 
firms abroad, and in Hong Kong and Macao in the first half of this year. The 
214 firms, located in 50 countries and regions, involve 340 million U.S. 
dollars in investment, with 57.5 percent from Chinese partners. Their busi- 
ness scope includes development of natural resources, industrial and agricul- 
tural production, contracting for engineering projects, transport, consultancy 
and insurance, the journal said. "Now, firms in 80 countries and regions are 
proposing 400 cooperation projects with Chinese companies," it said. "China's 
investment abroad is aimed at promoting economic and technological coopera- 
tion with other countries and achieving common prosperity," it added. [Text] 
[Beijing XINHUA in English 0540 GMT 29 Juo 86 OW] /6662 


FUJIAN EXPORTS--Export-oriented factories brought in 144 million U.S. dol- 
lars or 61 percent of Fujian Province's income from foreign sources in the 
first half of the year. [Text] [Beijing XINHUA in English 1350 GMT 21 Jul 
86 OW] /6662 
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SPECIAL ECONOMIC ZONES 


TASKS FOR FURTHERING OPEN DOOR POLICY IN SHENZHEN GIVEN 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in 
Chinese No 1, Jan-Feb 1986 pp 12-15 


[Article by Pan Enqi [3382 1869 3823]: “The Open Door Policy in 
Shenzhen” ] 


[Excerpts] Shenzhen is located along the southern coastal area 
of China. Shenzhen‘s existence is the result of the 
implementation of the open door policy in China. What are the 
characteristics of opening up in Shenzhen over the past five 
years? What has been the effect? How can the open door policy 
be further carried out in the future? With these questions in 
mind, I went to Shenzhen to conduct investigations. Below I will 
present some of my findings. 


II. Opening up Further in Shenzhen 


In the long-term, Shenzhen should be wide open to foreign trade, 
that is, there should be complete freedom in the circulation of 
commodities, capital, and manpower between the SEZ's and other 
countries (regions). This would be the highest stage in opening 
up to the outside world. In terms of prerequisites of certain 
developed nations for being open to outside trade, Shenzhen is 
still in the early stages. First, ite economic strength is still 
quite weak. In the industrial structure, the electronics industry 
is excessively prominent and most products are sold on the 
domestic market. Other industries are, for the most part, quite 
weak. In the enterprise structure, the proportion of Chinese 
capital enterprises is great (96 percent) but export capacity is 
weak (their commodity exports make up about 2 percent of SEZ 
exports). Second, in terms of the situation regarding foreign 
trade and the balance of foreign exchange, over the past 2 years 
the SEZ trade deficit has been very large (in 1984 the commodity 
import-export deficit was twice as such as the total amount of 
exports for that years). Furtherg@ore, numerous enterprises in 
the industrial sector have had an imbalance of foreign exchange 
payments. How can Shenzhen fully implement an open door policy 
under such circumstances? 
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It is an objective requirement of economic development that the 
economy of Shenzhen be transformed from being import-oriented to 
being export-oriented. Over the past few years the economic 
activities of Shenzhen have chiefly moved along the path of 
regulating the domestic market. Although its products have 
already entered the international market, nevertheless, about 60 
percent of its commodities go into circulation in the interior. 
The economy of Shenzhen gives priority to the domestic market. 
During the initial stages of the SEZ's the occurrence of such a 
situation was quite normal. However, with development of 
conditions both at home and abroad, it has become necessary for 
the economy to shift its focus from the domestic market to the 
foreign market in order to attain the objectives of establishing 
Shenzhen. 


In order for Shenzhen to open up even further, its economy must 
become more geared to foreign trad: and the business environment 
within the SEZ must conform to the international economy. Thus, 
the major tasks for the next period are as follows. 


A. Carry out a Change in the Orientation of the SEZ Economy 


At present the problem of shifting from an economy focused on the 
domestic market to one focused on the foreign market still exists 
in Shenzhen. When this takes place the foreign exchange from 
Shenzhen industrial exports may constitute about 60 percent of 
total industrial output value and there will be a balance of 
foreign exchange payments. The chief tasks involved in achieving 
this shift are: 


(1) In macroscopic terms, it is extremely important to increase 
the proportion in the SEZ structure of manufacturing industries 
which are geared to the international market. During the initial 
phase in Shenzhen there was rapid development of businesses and 
realty in which investments were quickly recovered and profits 
were large. This was necessary and there may be further growth 
in the future. However, in the long-term, Shenzhen should strive 
to develop manufacturing industries which give priority to 
foreign markets. Not only is this imperative at the present 
time, indeed, in a certain sense, this is the key to whether 
Shenzhen thrives and flourishes. 


(2) In microscopic terms, each enterprise in the SEZ should 
successfully implement a shift in the focus of work. SEZ 
enterprises have more autonomy than enterprises outside the 
SEZ's. They should, therefore, use their own strength as their 
foundation. This is a fundamental principle for successfully 
carrying out economic transformation work in enterprises. 
According to this principle, the government should set deadlines 
and monitor the economic transformation and in which it is 
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attainable. Those enterprises which lack the ability to be 
transformed should be eliminated. This would bring about an 
improvement in the quality of industrial enterprises within the 
SEZ‘s. 


B. Ensure That SEZ Currency Stabilizes and Is Freely Convertible 


The special characteristics of Shenzhen should be as follows: in 
construction capital given priority to foreign capital; in the 
enterprise structure give priority to Chinese-foreign joint 
venture enterprises, cooperative enterprises, and foreign 
enterprises; and among products give priority to exports. SEZ 
currency should also be freely convertible. At present RMB, 
foreign exchange certificates, and three kinds of Hong Kong 
currency coexist in Shenzhen. There are contradictions especially 
between the domestic orientation of RMB and the external 
orientation of economic growth in the SEZ‘'s. Such conditions are 
not beneficial for normal economic activities in the SEZ's, thus 
currency reform is needed. Moreover, Shenzhen's current economic 
strength is not conducive to changing SEZ freely convertible 
currency into hard currency. Commodity circulation is the basis 
for currency circulation. Shenzhen's export capability is still 
weak. Even though the SEZ is in an area into which capital 
flows, nevertheless, the number of SEZ products that can be used 
for export is smzil. This means that the most basic forces 
supporting the circulation of SEZ freely convertible . ‘rrency 
are weak. Consequently, the role of foreign exchange certificates 
is weak and if we issue new convertible currency, it too will not 
play an important role. Whether or not currency can be stabilized 
depends not only on currency reserves but also on the 
international balance of payments iu tat area. The only solution 
is to adopt numerous methods to expand social productive forces 
in the SEZ. The risk involved in issuing convertible currency is 
quite large. The fact that the currency market exchange rate 
changes rapidly, plus the rists in currency speculation, make it 
essential that we cultivate and train international monetary 
control personnel and reform the establishment of financial 
institutiocs and business methods which do not conform to the 
need of economic growth in the SEZ. 


C. Promote the Internationalization of SEZ Finances 


The economy determines financial affairs. The rapid growth of 
Shenzhen commodity production plus the expansion of the commodity 
market have spurred on dramatic changes in SEZ finances. Many 
kinds of direct short-term loans and diversified financial 
instruments have appeared in Shenzhen. For instance, there are 
now limited share companies that involve foreign businesses which 
heve adopted joint capital share methods and which make direct 
investments in the SEZ by means of cooperative and sole 
proprietorship financing. As for commerical credit, expansion of 
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rental trade, compensation trade, and other means of transferring 
capital between foreign businesses and Chinese enterprises has 
been rapid. Some enterprise corporations in the SEZ have already 
begun to try out stocks and bonds and other means to raise 
capital. In terms of trends of development, financial 
undertakings in the SEZ‘'s will gradually become more 
international. 


Financial affairs affect the economy. We should actively promote 
the internationalization of SEZ financial affairs so that Shenzhen 
may establish financial ties with the international market as soon 
as possible. This will benefit opening up the SEZ economy. In 
order to satisfy the various capital needs of the SEZ, Shenzhen 
must open up a captial market and a foreign exchange market. 
Shenzhen has already taken the first steps toward preparing to 
issue stocks and bonds. They would first be issued in the SEZ, 
and after some experience, they would gradually be promoted in 
Hong Kong and overseas markets. As for the histories of some 
nations in opening up, most have opened up along with restricted 
foreign exchange markets. In the near future, Shenzhen may launch 
limited foreign exchange adjustment operations. In the long 
term, Shenzhen may expai’d international financial activities and 
not only conduct spot “ .j#egn exchange transactions on the 
foreign exchange marke. '. also promote long-term foreign 
transactions. Not only s. ild they adopt various means of 
circulating capital on the currency market, but also on the 
capital market. 


Several problems have arisen in the process of implementing an 
open door policy in Shenzhen such as the assault of “parallel 
goods,” the imbalance of foreign exchange payments, etc. How are 
these problems to be handled? I believe that the social process 
of implementing an open door policy in the SEZ's is a difficult 
and complex process of exploration. Thus, it ie not at all 
surprising when this or that problem arises during the 
implementation of the open door policy. On the other hand, it is 
also necessary to face these problems and conscientiously try to 
resolve them. Only in this way can the SEZ's further open up to 
the outside world and only then can Shenzhen's open door policy 
have a function and influence in the economy within and outside 
of the SEZ's as soon as possible. 
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SPECIAL ECONOMIC ZONES 


EXPANSION OF SHENZHEN'S EXPORT-ORIENTED ECONOMY URGED 
Beijing LIAOWANG [OUTLOOK] in Chinese No 11, 17 Mar 86 pp 23-24 


[Article by Tang Huozhao [0781 3499 3564]: "My Views on the 
Growth of Shenzhen's Export-Oriented Economy” ] 


[Text ] Since the second half of last year, Shenzhen organized 
large numbers of specialists and scholars to carry out numerous 
discussions on how to build Shenzhen into an SEZ with an 
export-oriented economy. It was generally acknowledged that the 
chief characteristics of an export~oriented economy should be: 
in construction capital to give priority to foreign capital; in 
the enterprise structure to given priority to Chinese-foreign 
joint venture enterprises, cooperative enterprises and foreign 
enterprises whose output value must constitute over one-half of 
the total industrial output value; among products give priority 
to export: SEZ exports must constitute over 60 percent of output 
value; and foreign exchange receipts and expenditures 
from independently sganufactuved products sold abroad must be 
balanced and there must be a favorable balance. This is called 
the “three priorities and one balance.” I believe that the chief 
limiting factor in implementing these basic requirements is 
export salability abroad. 


Our Energy Should Go into Work on the Export Growth Rate 


Accord4.2 to plans for economic growth tn Shenzhen, by the end of 
this century, Shenzhen will have absorbed $7 billion in foreign 
capital. With such an enorweus amount of foreign capital, if 
exports are unable to bring in sufficient exchange, one can 
imagine the consequeuaces. Improving the ability of exports to 
bring in exchange is not only a guarantee for the repayment of 
foreign capital used in construction in SEZ's, it its also the 
foundation for the continued absoption of foreign capital in 
thea. Ae exports increase, conditions are created for absorbing 
foreign capital and expanding the taeport of advanced technology. 
Aleo, weing foreign capital and tatreducing advanced technology 
will tnerease the ability of SEZ's te tap the tnteraational 
market and thereby exeand exporte. Coneequeatiy, St2's muat 








develop an export-oriented economy and achieve a benign cycle. 
The basic approach lies in the continued expansion cf exports and 
the ability of exports to bring in exchange. 


Besides using an index of the increase in the amount of foreign 
capital, growth in exports is commonly used throughout the world 
to determine whether foreign capital that has been brought in is 
used rationally and to determine the strength of the capacity to 
make repayments. The higher the index number, the better the 
results of bringing in capitai. According to this formula, prior 
to 1984 Shenzhen's index number was 0.53, about .3 higher than 
the various countries of South America. It was much lower than 
the 2.35 of Malaysia. This demonstrates that the export capacity 
of Shenzhen is still not very high. The reason for this is no 
doubt related to the existence of a certain “time difference” 
between foreign capital brought in, projects, and exports. 
However, it is primarily due to the fact that the low starting 
point of technology and substandard product quality make it 
difficult for products to enter the market or to expand the 
international market. 


We must again use the growth objectives of planning during the 
Seventh 5-Year Plan to look at trends of export growth in 
Shenzhen. Acording to the requirements of growth plans, 
industrial growth in the SEZ's during the Seventh 5-Year Plan 
must be maintained at a steady rate, an average annual growth 
rate of 22.5 percent. 


According to criteria for an export-oriented econogy, export 
output value must reach 60 percent. In this way, total export 
value will reach 4.3 billion yuan by 1990. However, in 1984 the 
total industrial export value was only 634 million yuan. This 
means that in order to achieve the above-mentioned requirements, 
total export value must increase at an average rate of 37.6 
percent per year, which is 15.1 percent higher than the industrial 
growth rate. It is quite difficult to attain this rate of 
increase. Although by 1984 the average annual growth of exports 
increased by 50 perc. at, the base figure increased ani it was 
very difficult to maintain such a high rate of increase. 
Moreover, whether or not the current and future international 
market environment can maintain this export growth rate is still 
uoknown. Clear y, the overall increase in world trade 
protectioniea, the limited nature of Shenshen's foreign trade 
channels, the lack of experience, and substandard product quality 
have all become sajor cbetacles to expanding exporte in Shenzhen. 
Thue there suet be «a ‘triple jump” for SEZ exporte to get over 
theee obetacies. Only then can the above-mentioned growth rate 
be obtained. Thie te what deteraines the development of an 
eaport-orlented econoay in Shenashena. It te necessary to etrongly 
eephasizce work on the export growth rate, 











Readjust the Structure, Map out a Realistic Strategy for Export 
Growth 


What is the essential factor influencing export growth in 
Shenzhen? According to 1984 statistical data, a major problea 
was the fact that products from traditional industrial enterprises 
and cooperating industrial enterprises in the interior did not 
move. In 1984, the amount of exchange created by the products of 
these enterprises amounted to only $2,209,000 or just less than 
1.1 percent of the total volume of all industrial exports. This 
is a far cry from the output value of 650 million yuan from 
these enterprises during the same period last year. 


There are three major reasons for the poor ability of these 
enterprises to bringing exchange. First, the enterprises are 
basically labor intensive, product quality is inferior, and the 
ability of these exports to compete is weak. Second, in terms of 
operational concepts and form, management is sti’.l accustomed to 
past methods. They are overly anxious about the risks of business 
in the international market. In addition, their channels are 
very limited and they lack personnel who are familiar with the 
international market and have definite marketing skills. Third, 
we have still not established economic circulation mechanisms to 
spur on enterprises to proceed from focusing on their own 
long-term interests to actively and of their own accord shifting 
production operations toward the international market. For 
instance, based on the current foreign exchange control system, 
prices of exports must be calculated according to the current 
exchange rate. Production costs are high and market channels are 
full of obstacles. It is very difficult to open up new markets, 
the distribution of benefits is uneven and the needs of the 
domestic market are increasing daily. As a result, it is better 
for enterprise production operations to be geared to imports 
rather than exports. 


For this reason, it is very important to reorganize enterprises, 
particularly the exports and technological structure of 
traditional industrial enterprises and cooperating enterprises in 
the interior. It ite also important to set up a realistic 
multilevel strategy for export growth to be promoted in stages 
based on the current product and technology structure. 


In general, this strategy can tentatively be divided into three 
levels. Although Shenzhen may greatiy increase the number 
of new technology product projects during the Seventh 5-Year Plan 
and although there are fine prospects for exports, nevertheless, 
it te unlikely that a production capability will materialize or 
that the export commodity etructure will change. Thue the focal 
peinte for strategy for expeorte during this period should be ae 
follows. 











--Increase exports of local subsidiary agricultural specialties 
and other such traditional products, particularly fresh subsidiary 
agricultural products which are already well-known in the Hong 
Kong and Macao markets and which are easy to transport and for 
which the costs of earning foreign exchange are low. 


--Fully utilize inland natural resources, refine and process raw 
materials, semimanufactured goods, and traditional namebrand 
products from the interior according to the demands of the 
international market, improve the refinement and processing of 
goods and the quality of commodities, and improve commodity 
packaging. 


--Adopt the guideline of “substitute imports” and strive to 
develop technologically advanced products so as to enhance the 
competitive power of exports. 


--Develop industrial exports that integrate the use of advanced 
technolgoy with traditional industries. Conditions are ripe for 
the production of such products in the SEZ's and an international 
market already exists. 


--Rapidly train a group of specialized personnel to engage in 
business transactions on the international market so0 as to 
quickly open up new prospects for exports. 


The aforementioned are short-term strategies (for the Seventh 
5-Year Plan). 


Medium-term strategies (for the Eighth 5-Year Plan): During the 
Seventh 5-Year Plan there will be economic and technological 
growth as well as the expansion of market channels and the 
accumulation of experiences in foreign transactions. As a 
result, there will be a rapid increase in exports in Shenzhen 
during this time. Thus this phase must focus on the following 
areas. First, those enterprises which use advanced technological 
equipment to meet the constantly changing demands of the 
international market must increase variety and assortment, 
1ccelerate product renewel and replacement and expand export 
volume. Second, at the same time they aust strive to ensure that 
new technological projects established during the Seventh 5~-Year 
Plan develop a production capability. They should develop 
several “hot-selling” products for high volume export, promote 
other products and expand series of exports. Third, in terme of 


narket targets, besides consolidating the Hong Fong market and 
‘xpanding the Southeast Asian market, ‘it (t# necessary to open up 
the markets of the United States and furope. Fourth, with @uch 
icrd work tna selling methods, we eust wake the transition froa 
sopheete on tadtirect marketing to direet garketing and fore an 


cport marketing network that goes beyond national boundaries, 








Long-term strategies (after the Ninth 5-Year Plan): In this 
period, SEZ‘'s will undergo medium- and short-term export growth 
and establish a unique S&T and export system. Priority will be 
given to launching new technical products and exports and the 
export of other products from the interior will be encouraged 
through their own market channels. 


Changing the Current Marketing Methods of Enterprises in the 
International Market 


We cannot sit and wait for the opportunity to increase exports 
and expand the market, it is necesary to actively forge ahead. 
In reality, many products from Shenzhen enterprises are not lower 
in quality than similar products on the international market yet 
they are unable to break into the international market. Even if 
they get onto the international market, the volume of sales is 
small. For instance, the technical equipment in a plant belonging 
to the Municipal Petrochemical Industrial Co. was quite advanced. 
Their mechanized packaging equipment was all imported and their 
target for product sales was the international market. However, 
because they did not have a stable market, after trial production, 
their products continued to pile up in warehouses. At the 
present time, their warehouses are completely full and some 
workshops have even been turned into storage areas. This kind of 
situation is rare in Shenzhen. These circumstances demonstrate 
that promoting sales on the international market is the weak line 
in the expansion of exports in Shenzhen enterprises. 


Clearly the narrowness of international market channels and the 
slow rate of growth of exports are directly related to the 
quality of personnel in enterprises promoting sales on the 
international market. Current sales personnel in SEZ enterprises 
were primarily transferred there from earlier positions in 
commerce or other fields. Thus, their knowledge and experiences 
in selling in foreign markets is quite deficient. In particular, 
they often vacillate or pass up many fine opportunities because 
they feil to understand or have insufficient understanding of 
international market conditions and of how to apply information 
on the fast-changing demands of the market. Over the past few 
years, although products from numerous enterprises have broken 
into the international market (primarily Chinese-foreign joint 
venture enterprises) nevertheless their business methods have 
chiefly tnvolved sales channels such as Hong Kong commercial 
agente, intermediaries, or joint capital partnere. Marketing 
personnel include enterprise management personnel (business 
managers, plant directors) who rely on the suggestions of 
commercial agencies or tntermediarites to organize production. 
The rigid managment sethods of enterprises ie atrongly related to 
obsolete and conservative sanagement concepte. Shorteightedness 
{fe the atriking manifeatation of thie backwardnese, Sone 
enterprises are esatiafied that there will be a market fer thetr 








commodities in the near future but not enough emphasis has been 
given to what measures should be used to expand the market, to 
extending the distance of commodity circulation, to expanding the 
space of commodity circulation and to establishing the fine image 
of enterprises in the market. For instance, the response of 
numerous enterprises to advertising has been: “At present we do 
not advertise because supply does not meet demand.” Clearly this 
concept is very disadvantageous to developing an export-oriented 
economy. 


Consequently, in terms of ideology, SEZ enterprises must stress 
opening up the international market and overcoming the 
contradiction in conservative and obsolete marketing concepts 
regarding the development of an export-oriented economy. Of 
course, the SEZ as a whole should undergo further system reforn, 
perfect economic circulatory mechanisms and see to it that 
enterprises voluntarily shift from considering long-term interests 
to sales and competition on the international market. It is 
necessary to stress the training of specialized personnel to 
participate in business on the i.ternational market; to respect 
and strive to master the international market, particularly the 
business knowledge of the capitalist market; to change the 
knowledge structure of personnel engaged in business on the 
international market and establish a product promotion network 
that transcends national boundaries; to improve studies and 
forecasts of changes in supply and demand on the international 
market; and to emphasize the collection, study, and application of 
economic, social, and technical information as well as information 
on supply and demand and competition. We must create conditions 
for expanding exports, opening up the market and developing an 
export-oriented economy. 
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GONGREN RIBAO DISCUSSES TRADE UNIONS 
HK210151 Beijing GONGREN RIBAO in Chinese 3 Jul 86 p 4 


[Article by Han Xiya [7281 6007 7161]: "Perfect the Socialist Democratic 
System, Consolidate the Unity Between the Party and the Masses--Exploring 
the Trade Union Issue in Socialist Society") 


[Text] The trade union issue in socialist society is a major, principled 
question relating to the socialist system. It is also an important question 
involving perfecting the socialist democratic system, ensuring the health 

of the ruling party, and consolidating the unity between the vanguard of the 
proletariat--the communist party and the masses of the proletariat. This 
article is devoted to the exploration of the trade union issue in socialist 
society. 


The Fundamental Function of the Trade Union in the Socialist Period Is to 
Protect the Fundamental Interests of the Working Class 


The trade union is an outcome of the class contradiction and struggle between 
the proletariat and the bourgeoisie in capitalist society. It is an 
organization formed by the proletariat itself for the purpose of unity and 
victory in its struggle against the bourgeoisie. 


The victory of the proletariat has enabled it--originally the hired slave-- 
to become the master of the means of production in socialist society as well 
as the master of the country and society. Under the condition of socialism, 
the fundamental task of the working class is to carry out socialist construc- 
tion well, to perfect socialist democracy, to gradually improve its material 
and cultural life on the basis of developing production, and to promote the 
transition from socialist society to communist society. The fundamental 
tunction of the trade union in the soclaliat period ita to protect the 
fundamental interests of the working clase. 


Soctety has alwaya been Like a pyramid with a leading group composed of a 
small number of leadera organieing aillionsa upon milliona of people to 
engage in social development, Seclaliat construction ia a great systema 
ompineering project carried out tn a planned way, [t requires unified and 
entralleed leadership, The working clase exerelses such leadership through 
ite vanauard, (he communal party, 
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The quality of the work of the ruling party has decisive bearings on the 
success or failure in the socialist cause. Due to the complexity of the 
socialist cause, errors will occur in the party's work, party cadres will 
commit mistakes, and the tendency of party organizations and cadres at 
various levels to become divorced from the masses exists. We should be able 
to predict this: In the course of carrying out economic structural reform, 
implementing the policy of enlivening the domestic economy and opening up 
to the world, and developing a planned socialist commodity economy, it is 
easy for cadres of the ruling party to abuse their powers for personal gain 
and violate law and discipline if no effective measures are taken to 
restrict them. If this situation is allowed to continue, it will harm the 
economic and political rights of the working class and the people and will 
arouse dissatisfaction among the masses. We should view this problem this 
way. Only a true Marxist party has the courage to face this reality, to 
explore its law, and to solve it in a down-to-earth manner. 


Perfecting Socialist Democracy and Allowing the People To Become Masters 
of the Country Are Fundamental Guarantees for Success in the Socialist Cause 


Apart from exercising leadership over the socialist cause on behalf of the 
working class and the people, the party should also prevent its cadres from 
making mistakes. Therefore it is necessary to set up the most perfect 
structure possible for socialist society. 


First, the party should strengthen the building of party organizations. 
Organizationally, it should make sure that it recruits advanced elements of 
the working class into the party and prevents opportunists from worming their 
way in. Ideologically and politically, it should strengthen education among 
party members, and among party cadres in particular. It should improve inner- 
party life under democratic centralism, strengthen party discipline, and 
actively carry out inner-party ideological struggle. Second, the state 
machine, which includes enterprises’ management organs at the higher levels 
and organs of state power, should strengthen its supervision over the work 

of party cadres. However, it is not enough just to rely on the restrictions 
by organs at the higher levels. The most effective measures for helping 

party cadres do better work and make fewer mistakes are the rules and regula- 
tions formulated by the people and the workers according to state law, and 
their participation as masters of the country in state and enterprise manage- 
ment through socialist democratic organs. Only when the democratic system, 
the strengthening of the building of party organizations, and the administra- 
tion and supervision over party cadres by the state and society merge into an 
organic socialist structure, can bureaucracy and practices in violation 

of law and discipline among party cadres be more effectively prevented and the 
consolidation of the unity between the party and the masses be better ensured. 
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The Trade Union Protects the Interests of the Working Class and Organizes 
It in Such a Way That It Can Become the Master of the Country 


To exercise their powers as masters of the country, the workers must get 
organized, and the best organizational form is the trade union. As the 
organizer of the working class, the trade union organizes the workers in 
their participation in state and enterprise management and in their struggle 
against bureaucracy and the practice of abusing power for personal gain. It 
protects the interests of the working class. These are the unique 

functions of the trade union. As the trade union organizes almost all the 
members of the working class, it can promptly reflect the demands of the 
workers and clearly see the good and weak points of cadres in their work. 

By organizing the masses in exercising their democratic rights, the trade 
union can help party cadres do a better job in management work. Therefore, 
the trade union is an indispensable component of the socialist democratic 
System. Its special functions in the entire socialist state machine cannot 
be replaced by anything else. Putting the trade union in a proper position 
is a major issue involving the perfecting of the socialist state machine 

and the improvement of the socialist democratic system. Therefore, it is 
necessary to: 


First, conduct a theoretical study of the trade union question and reach 
unanimity of understanding in the whole party and country with regard to the 
trade union in socialist society; 


Second, enable the state to improve trade union legislation; the Chinese 
constitution has established the leading position of the working class but 
does not carry provisions on the trade union; in formulating laws and decrees, 
the state should provide explicit stipulations on trade unions; 


Third, conscientiously implement the stipulations in Chapter Two of the 
state constitution on the people's right to manage state affairs; the trade 
union should organize staff members and workers in their participation in 
administration, and party and government organs should support the trade 
union in exercising its rights; and 


Fourth, explicitly clarify the position and role of trade unions at the 
grassroots level so that they really become the representative of statf 
members and workers. 


The Basic Form for the Trade Union to Organize Staff Members and Workers in 
Enterprises Is the Staff members and Workers Congress 


Staff members and workers should exercise democratic management over socialist 
enterprises. In perfecting the staft members and workers congress system in 


enterprises, enterprise management must be established on a solid mass basis. 
The idea of stressing a high degree of centralization to the negatioa of 
democratic management runs counter Co Che party's mass Line and socialist 


democratic principles. 





As the staff members and workers congress has heavy tasks to shoulder and 
the majority of its deputies hold certain posts in production, the staff 
members and workers must have a permanent working body. The trade union 
has a complete organizational system as well as working personnel and 
activities who are recommended by the masses through democratic elections. 
So the trade union serves as the most suitable working body for the staff 
members and workers congress. 


The democratic system of many trade union organizations is imperfect. Many 
of their cadres are appointed instead of being elected by the masses. Since 
these cadres are appointed from among party committee and administrative 
cadres, the bureaucratic style and the practice of abusing power for 
personal gain, which are found among party committee and administrative 
cadres, also manifest themselves among trade union cadres. In addition, it 
has been overemphasized for many years that the trade union perform its 
work absolutely under party committee leadership. As a result, many trade 
union cadres only know how to be responsible to the higher authorities but 
do not know how to be responsible to the masses; they look to the masses for 
help but do not represent the masses. All this leads to the separation of 
the trade union from the masses. 


Therefore, we must make up our minds to perfect the trade union's democratic 
centralism. Major problems of the trade union must be decided in a democratic 
manner by staff members and workers congresses (members meetings) at various 
levels or by trade union committees. In particular, trade union committees 
must be established through democratic elections by trade union members (their 
representatives). Only thus, can the masses look upon the trade union as their 
own organization, can the trade union be put under the supervision by the 
masses, and can the situation in which "trade unions are run by the government" 
be put to an end. 


The party is the vanguard and headquarters of the working class. Only under 
the leadership of the party, can the trade union hold firm to a correct 
pelitical orientation. However, the trade union should carry out its work with 
methods different from those used in party leadership and administration. 
Furthermore, while exercising ideological and political leadership over the 
trade union, the party should not take on what ought to be done by the trade 
union, so as to allow it to operate in an independent and responsible maimner. 


Since the trade union issue is a major, principled question in socialist soctety, 
following the profound development of reforms in China, correctly solving 

the trade union issue should be put in the order of the day. Practice over 

the last 36 years has enabled us to gain rich experiences, both positive and 
negative. The conditions for straightening out the trade union issue in the 
socialist period are ripe. We should take a dialectical materiacist attitude 
toward this issue, conscientiously discuss it, and correctly solve ic. 
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QINGHAI VICE GOVERNOR'S SPEECH ON EMPLOYMENT 
HK171145 Xining Qinghai Provincial Service in Mandarin 2230 GMT 16 Jul 86 


["Excerpts”" of Speech by Qinghai Vice Governor Han Fucai at provincial 

employment work conference entitled "To Strengthen Leadership, Open All 

Channels, and Strive To Do Well in tine Province's Employment During the . 
Seventh 5-Year Plan Period"—date, place not given) 


[Excerpts] Employment is an important economic and social issue concerning 
the people's immediate interests, society's stability and unity, and the future 
of the four modernizations. We must therefore really do well in the work. 


The provincial government has decided to list the employment work as one of 

this year's 10 tasks. It has worked out relevant work requirements and measures, 
and has found the best way to carry it out, suiting the province's local 
conditions. 


During the Sixth 5-Year Plea period, the province seriously carried out, with 
the active leadership of CPC committees and governments at various levels, the 
central authorities’ principle concerning the employment work in townships in 
which we combine the methods of offering jobs through labor departments, 

creating jobs by voluntarily forming organizations, and finding jobs on one's 
own. Through the joint efforts of labor and personnel departments, as well as 
other departments, most unemployed people in townships have found jobs. 


At the same time, we havé conducted research and experiments on the issue of 
reforming the laboring structure. They were mainly replacing the single 
employment channel, which only focuses on state-run enterprises, by the 
diversified one, which includes state-run, collective, and individually-rux 
enterprises; replacing the practice of directly assuming a post by that of 
receiving trzining before assuming a post; replacing the practice of only 
relying on administrative means by that of integrating administrative means 
with economic ones; reforming the recruitment systea; and establishing experi- 
mental «nite for the syatem of recruiting staff on contracts. During the 
Sixth 5-Year Plan period, the province provided jobs for more than 182,000 


unemployed people. 
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During the Seventh 5-Year Plan period, the province's economy will reach a 
new development stage, and there will be a better situation in terms of 
employment. But there are still many difficulties and problems. During the 
Seventh 5-Year Plan period, the trend that we shall face is: 


First, during the Sixth 5-Year Plan period, quite a number of people had not 
been transferred from one trade to another, and the unemployment rate was still 
very high. During the Seventh 5-Year Plan period, the natural growth of labor 
force is so rapid that it is difficult now to find a job. According to relevant 
materials, during this period, the number of unemployed in townships total 

more than 179,000. 


Second, the surplus rural labor force wichin and outside the province moves to 
provincial townships in large numbers to find jobs, thereby intensifying the 
problem of unemployment. 


Third, quice a number of idle workers in state-run and collective enterprises 
will continue to become unemployed during this period, and their number 
will be greater than that during the Sixth 5-Year Plan period. 


Fourth, since there is available the choice of career, we shall face the 
issue cf unemployment in certain trades. 


The above situation shows that our employment work during the Sever*th 5-Year 
Plan period will be more arduous than the Sixth 5-Year Plan period. 


We should strive to accomplish in the first 2 years of the Seventh 5-Year 

Plan period the task of basically arranging jobs for all unemployed people 

in townships, whose number has grown over the yeays; and, in the final stage 

of the Seventh 5-Year Plan period. strive to fird jobs for all fresh graduates 
within the same year, and basically arranging jobs for all employed people [as 
printed] in townships within the following year. This year, the province plans 
to arrange jobs for 40,000 people and to train 10,000 people. ‘the specific 
measures for acccmplishing this year's and the Seventh 5-Year Plan's employment 
work are: 


First, we should change the outdated employment ideology and reform the old > 
system of arranging jobs in a centralized way. We should recruit staff through 
open channels, assess staff in an all-round way, and select the best candidate. 


Second, we should implement policics, readjust structure, and widen the 
employment channels. Judging from the province's actual coaditions and the 


Jevelopment trend, we must greatly develop tertiary industry as well as 
induatries that serve the major industries, in order to readjust the industrial 
streeture,. At the same time, we Quast continue to readjust the atructure of 
whetehip, areatly develop the collective and tadividual economies, and 

levelop vith fecal peiate the employment channels in the collective and 


individweal economies, 





In order to enccurage the unemployed in townships to voluntarily form organi- 
zations for self-employment, to find jobs, and to develop tertiary industry, 
we shall adopt some special policies and effective measures to ensure their 
healthy growth. 


Third, we should plan in an all-round way while giving guidance according to 
different trades. We should tackle the tough issues concerning employment. 
We shoul’ implement the method in which the units are the principal party of 
and responsible for the work, which is coordinated by the local authorities. 
On principle, unemployed youths in various units should be offered other 
jobs through their units’ labor service companies. 


Fourth, we should put professional training into an important position and 
gradually establish a professional training system that suits the province's 
actual conditions. 


Fifth, we should further consolida:e and develop various types of labor 
service companies and give full play to their roles of arranging, managing, 
and readjusting the social labor force; offering professional training; 
assisting the unemployed in finding jobs; and probing ways of carrying out 
social labor insurance. 
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HUNAN ISSUES TRIAL REGULAT1ONS ON WAGE PAYMENTS 
HKO50753 Changsha Hunan Provincial Service in Mandarin 2300 GMT 1 May 86 


[Text] According to HUNAN RIBAO, the provincial labor and personnel department, 
the provincial planning commission, the provincial staffing commission, the 
provincial finance department, the provincial auditing bureau, and the Chinese 
People's Bank Hunan Branch recently issued joint trial regulations on executing 
provisional regulations formulated by the State Council on control of wage 
payments. 


The trial regulations stipulate that all remunerations and allowances issued to 
individual workers or staff members that fall into the category of wage 
compositions as stipulated by the State Statistics Bureau should be placed 
under the scope of wage control. 


Each enterprise, institution, administrative organ, and mass organization must 
open an account in only one bank for wage payments. The trial regulations also 
stipulate that all prefectures, cities, and responsible provincial departments 
must assign level by level the total wage targets set by the provincial 
authorities to grassroots unics under their administration and © 1 copies to 
the relevant banks. In accordance with the annual wage targ¢ ° ‘signed by the 
responsible depsrtments at higher level, all units must work  ~. monthly and 
quarterly wage payment plans. Enterprises, with the approval of responsible 
departments, and institutions and administrative organs, with the approval of 
the staffing commissions at the same levels, must furnish the relevant 

banks with the plans and make payments under their supervision. The banks 

have the right to refuse payment of money in excess of the wage targets set 

by the responsible departments. If an increase in a total wage target becomes 
necessary, it should be settled within the prefecture, city, provincial 
department, and provincial bureau. If the problem cannot be resolved within 

a prefecture, city, provincial department, or provincial bureau, it should be 
reported to higher levels in accordance with the relevant procedures. The 
regulations stipulate that if a unit violates the relevant regulations stipulated 
by the state and provincial authorities and increases without authorization its 
wage target beyond the state plan, no bonuses will be given to principal leaders 
and persons involved in the unit for 3 to 6 months. The banks concerned wil! 
also be instructed to deduct from the unit's account the money equivalent to 

the excessive wage paid and the money converted from the material objects issued 
and then submit the money to the state treasury. Judicial organs must punish 
under the law those who have committed a crime. 
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MODEL WORKERS' RALLY ENDS, MORE THAN 400 TAKE PART 
SK250225 Changchun Jilin Provincial Service in Mandarin 0930 GMT 24 Jul 86 


[Summary from poor reception] The provincial rally of representatives of 
model workers came to a sucessful end amid a ceremonious and enthusiastic 
though simple atmosphere this afternoon. 


During the rally, more than 400 model workers and representatives discussed 
their experiences in reform and discussed Governor Gao Dezhan's speech. They 
expressed determination toward making new contributions to fulfill the 
Seventh 5-Year Plan. 


The closing ceremony was held at the auditorium of the provincial guesthouse 
at 1400. All members of the rally presidium attended the closing ceremony. 
Vice Governor Liu Shulin presided over the ceremony. 


Gao Di, secretary of the provincial CPC committee, gave a speech. He extended 
warm congratulations to all advanced enterprises and collectives and model 
workers commended at the rally on behalf of the provincial CPC committee and 
the government. 


The rally concluded amid the magnificent play of the Internationale. After 


the rally, leading comrades of the provincial party, government and army organs 
posed for a group photo with the representatives of model workers. 
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JINGJI GUANLI ON ENTERPRISE FLOATING WAGE SYSTEM 
HK290629 Beijing JINGJI GUANLI in Chinese No 5, 5 May 86 pp 29-31, 41 


[Article by Long Xianying [7893 7359 2503] of the Wuhan Iron and Steel Plant: 
"Floating of Total Wages in Accordance With Economic Results"--edited by 
Huang Weilin [7806 0251 2651]] 


[Text] The restructuing of the economic system in our country is developing 
in earnest, and gradual improvements have been made in the reform of the wage 
system. The circular on the question of wage reform in state-run enterprises 
issued by the State Council on 5 January 1985 won the hearty support of the 
leaders of the enterprises and the broad masses of workers. However, there 
are still some departments and comrades who have reservations in implementing 
this document. Practice is the sole criterion for testing truth. This 
article intends to give some views on two aspects. 


I. It is perfectly correct for the enterprises to adopt the method of float- 
ing total wages in accordance with economic results. Practice in certain 
units has shown that this method possesses great vitality and is a very 
important policy for enlivening the enterprises, especially the large and 
medium-sized enterprises. 


In 1984, the Wuhan iron and steel plant trial-implemented the method of 
allowing total wages to float in accordance with the profit tax submitted to 
the state, with the approval of the Hubei Provincial People's Government, 

and this was also reported for recording purposes to the Ministry of Labor 
and Personnel, Ministry of Finance, and the State Restructuring of the Economic 
System Commission. The assessed amount of profit tax then was 571.22 mil- 
lion yuan, and total wages were 127.88 million yuan. Under the premise of 
ensuring that the profit tax submitted to the state would be increased by 

7 percent every year, total wages would be increased by 0.75 percent for each 
1 percent increase in the tax submitted to the state. If the growth in the 
profit tax failed to reach 7 percent, total wages would be reduced by 0.75 
percent for each 1 percent less. The trial period was 2 years. This method 
had been formulated before the State Council issued the circular. It com- 
plied completely with the spirit of the "circular" and some of its clauses 
were even stricter than those in the "circular." This trial scored a com- 
plete success over these 2 years. 
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1. The workers’ initiative has been vigorously enhanced and this contributed 
to Wuhan iron and steel plants' fulfillment of the Sixth 5-Year Plan ahead 

of schedule. Over the last few years, the Wuhan iron and steel plant has car- 
ried out a series of consolidations and reforms, among which the wage reform 
was a significant item. Due to the implementation of the method of allowing 
total wages to float in accordance with the amount of profit tax submitted 

to the state, we were able to achieve unification in duties, rights, and 
privileges. In the course of arranging for production and management plans, 
the leaders at all levels and the masses have clearly understood their respons- 
ibilities and the possible benefits, and thus the broad masses of workers wer¢ 
united in striving for the fulfillment of the Sixth 5-Year Plan. Now, all 
these targets have been achieved ahead of schedule. 


2. We have correctly dealt with the relationship between the state, the 
enterprise, and the individual worker, and ensured the benefits of the state. 
During the 2-year trial implementation, total industrial output has grown 

by 31 percent, profit tax submitted to the state has grown by 46 percent, 

the labor productivity rate has grown by over 31 percent, and the total 
retained for wages has grown by 21 percent over the assessed base. The above 
four proportions are rational. The profit submitted to the state in 1985 

had increased by over 200 million yuan over the assessed base, thus ensuring 
state revenue. 


3. Within the limits approved by the state, the enterprise has enjoyed many 
decisionmaking rights in distribution. Over the last 2 years, and with the 
approval of the provincial wage reform office, the Wuhan iron and steel plant 
utilized the increased total wages to improve the system of distributio.. 

The main contents were as follows: a) The wage standard of the plant has been 
centralized and it was stipulated that the wage standard could always float 
in accordance with the economic results of the plant. b) The wage system of 
duty grades was implemented among the cadres, while the wage system of post 
grades was implemented among the production workers. c) An allowance for 
length of service was given. d) A normal floating promotion system was 
established. 3) The economic responsibility system for cadres at all levels 
and workers has been perfected, enabling the internal distribution system of 
the plant to play a lever role in speeding up production and business. 


4, We have improved labor economy. Since the implementation of the method 
of allowing total wages to float in accordance with economic results, no 
wage increase would be given if the plant had to increase the number of per- 
sonnel, and, likewise, no wage reduction would be effected for a reduction 
in personnel. This has greatly motivated the enterprise's initiative in 
tapping labor pote>tial. At the beginning of 1984, the Wuhan iron and steel 
plant planned to increase its workforce by 1,600 workers, but since the im- 
plementation of the method of giving no wage increase for the enlargement 

of the stablistxent, the plan was finally reduced to 900 workers; and by the 
end of the year, 900 workers had been recruited, and this number was smaller 
than the personnel reduction in the establishment. Over the last 2 years, 
the plant has transferred 2,700 workers to the newly commissioned production 
projects. From 1984 onward, the all-worker labor productivity rate of the 
Wuhan iron and stell plant has ranked first among the large-scale iron and 
steel enterprises throughout the country. 
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5. We have sppeded up the reform in the personnel system. The Wuhan iron 

and steel plant has carried out a comprehensive reform in the personnel sys- 
tem and has generally pushed forward the tenure system and the appointment 
system. A large batch of competent cadres has been promoted to leadership 
posts, and since the implementation of the wage system of duty grades, their 
wages have floated in accordance with their duties, enabling them to work hard 
in their jobs. The unification ofduties, rights, and privileges has ensured 
the further launching of the reform in the personnel system. 


Actual practice in the Wuhan iron and steel plant has proved that the method 
of allowing total wages to float in accordance with economic results has 
speeded up the development of the productive forces, ensured the steady in- 
crease of state financial revenue, and gradually improved the livelihood of 
the workers. In light of this, we shculd adhere to the notice put forth by 
the State Council and make improvements in the course of implementation, enab- 
ling it to give great inpetus to the enlivening of the large and medium-sized 
enterprises. 


II. We must and can improve the method of allowing the total wages of an 
enterprise to float in accordance with economic results (referred to here- 
after as the floating method) by means of practice, understanding, and practice 
again, enabling it to better cope with the country's development in restruct- 
uring the economic system. 


At present, there are definitely some problems in the loating method, which 
are: 1) Is the floating index to be determined only by the profit tax sub- 
mitted to the state? 2) There are many factors affecting the economic re- 
sults of the enterprises, but how to handle the factor of price readjustment 
and the effect of the diffwrent production conditions in different enterprised 
on the enterprises’ economic result? 3) Since the floating method has to be 
assessed in different districts, how should we carry out comparison of the 
results and wages between enterprises? 4) How to get rid of the phenomena of 
protecting current interests, protecting the backward, and rushing for results 
in the course of assessing the profit tax submitted to the state and the 

base of the total wages? Only by incessantly solving these problems in 

the course of implementation can we improve and rationalize the wage reform 

in the enterprises. 


In order to solve the problems in the course of implementation, we must first 
make clear several questions in the guiding ideology. 1) Remuneration accord- 
ing to labor can only be relative in its actual implementation. It can only 
be relatively rational and can never be absolutely rational. 2) On the basis 
of developing production and improving economic results, the workers’ wages 
must grow at a steady rate, and the enterprises must enjoy decisionmaking 
rights in distribution. 3) Under the premise of planned and proportionate 
development, and in accordance with the party's principle of proceeding along 
the road to common wealth, with the differences in the production conditions 
of enterprises, the floating method can only be implemented to a certain ex- 
tent. 4) Seek truth from facts and proceed from the reality. We should take 
the above principles as a base ard make further improvement in the floating 
method in the industrial enterprises. We can summarize all this in one 
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statement: implement a floating method for total wages, based on the 
industrial departments, which is controlled by different categories and 
scales and which takes the average per capita profit tax, the ratio of 
capital to profit tax, and the labor productivity rate as the indexes. 


Why should we base things on the industrial departments? The reasons are: 

1) A comparison of economic results can only be carried out among the indus- 
trial departments. In order that this kind of comparison should better suit 
the actual situation, we can make different classification among the in- 
dustrial departments (such as large-, m2dium- and small-scale iron and steel 
enterprises and special steel enterprises and so on). Whatever the changes 
in the prices, readjustments of specific policies, and differences between the 
enterprises, their influences on the same category of enterprises are roughly 
the same. 2) This facilitates the state's exercising macroeconomic control 
over wage standards among various industrial departments and making necessary 
adjustments. The state can highlight certain key industrial departments and 
key enterprises in certain periods to give play to the regulatory role of 
wages. 3) There are advanced, average, backward enterprises in various in- 
dustrial departments, it is possible to maintain a rough wage balance among 
various industrial departments and enterprises which are of similar standard, 
so that wage differences will not be too extreme. Does basing things on the 
industrial departments imply that we are going to change the present enter- 
prise management system which focuses on the central cities? The answer is 
no, but we must follow the guiding ideology stressed by the central leading 
cadres that various departments in charge tust carry out enterprise manage- 
ment. The various trades must carry out comprehensive analysis and put forth 
certain methods of guidance, they must support and guide various districts by 
means of legislation and communications to achieve the goal of exercising 
control in accordance with the industrial departments. 


Why should we take the average per capita profit tax, ratio of capital to 
profit tax, and labor productivity rate as the indexes? The reasons are: 

1) They reflect the comprehensive economic results of the enterprises. 

2) They supplement each other and balance the differences in the production 
conditions in various enterprises. 3) They can fully reflect the position 
of the fruits of labor in distribution. The index of the average per capita 
profit tax and the labor productivity rate reflect the fruits of materialized 
labor and give consideration to the economy of living labor and the improve- 
ment of labor efficiency. When we talk of distribution, we cannot deviate 
from the assessment of labor volume. In addition to this, we certainly can 
add one or more other indexes to balance the differences in earnings of the 
enterprises. 


Why should we exercise control by different categories and scales? The pur- 
pose of separation into different categories is to reflect differences among 
various industrial enterprises and to distinguish different economic results 
in the same kind of enterprises. Control by different categories enables 
enterprises which have different levels of results to enjoy wage growth at 
different rates, rates which are being strictly controlled. 
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How should we carry out control by separation into different categories? 

First of all, the industrial departments in charge must calculate and announce 
the average value of the three indexes during the preceding year according to 
the different categories of enterprises. Second, calculate the current 

year's values for these indexes in the enterprises themselves. Third, cal- 
culate the coefficient of the enterprises’ economic results. The formula is 
as follows: 


Coefficient of the enterprise's economic results equals (the enterprise's 
average per capita profit tax, divided by the average per capita profit tax 
of the enterprises of the same industry, multiplied by 50 percent) plus (the 
enterprise's rate of capital to profit tax, divided by the rate of capital 
to profit tax of enterprises of the same industry, multiplied by 25 percent) 
plus (the enterprise's labor productivity rate, divided by the labor produc- 
tively rate of enterprises of the same industry, multiplied by 25 percent). 


The reason for enlarging the proportion for the average per capita profit 

tax in calculating the coefficient of results is to give prominence to the 
profit tax in order to ensure the state's financial revenue. (The proportions 
of the three indexes can certainly be adjusted.) Fourth, the state should 
centrally fix different scales for wage increases in enterprises of the same 
category, and give consideration to six scales. The design for the growth rate 
of the total wages is as follows: 


Scale l 2 3 4 5 6 
Coefficient below 0.91-1 1.01-1.10 1.11-120 1.21-1.30 above 
of results 0.9 


Growth of enterprise's 


results over preceding Growth rate of wages 

year 

Growth below 0 0 0 0 0 0 0 
1-5 percent 1 2 3 4 5 6 
6-10 percent 1.5 3 5 6 8 10 
11-15 percent 2 4 6 8 10 12 
16-20 percent 2.5 5 8 10 12 14 
21-25 percent 3 6 10 12 14 16 
26-30 percent 3.5 7 12 14 i6 18 
Over 31 percent 4 8 14 16 18 20 


(The figures in the table are examples only, the growth rate must be precisely 
calculated.) In enterprises whose coefficient of economic results is 1 

above the coefficient of the average value of the same industry, the wage 
growth should be made faster to encourage the advanced enterprises. However, 
wage growth should still be below the growth of results. In enterprises 
whose coefficient is below 1, the wage growth should be slower, because their 
potential has not yet been tapped, and we must push them in order that they 
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may catch up with the advanced units. Fifth, in the course of ascertaining 
the rate of wage growth in accordance with the coefficient of the economic 
results, we must still fix a regulatory coefficient in accordance with the 
wage standard in order to give consideration to various irrational phenomena 
in wages left over by history. In enterprises where wages are lower than in 
other enterprises of the same indvstry, the wage growth should be improved, 
and the wage growth should be kept lower in enterprises where the wages are 
higher than in other enterprises of the same industry. The formula for cal- 
culating the regulatory coefficient of wages is as follows: 


The regulatory coefficient of the enterprise's wages equals the average wage 
of enterprises of the same industry divided by the average wage in the enter- 
prise itself. 


The growth rate of the total wages of the enterprise itself equals listed 
growth rate of the total wages multiplied by the regulatory coefficient of 
wages. 


The above method of exercising control by separation into different categories 
and scales is not only suitable for enterprises of the same category, but 

can also be applied in regulating the wage relationship between different 
industries and regulating the wage relationship of local small enterprises. 


The floating method for total wages based on the industrial departments which 
takes the average per capita profit tax, the capital profit tax, and the labor 
productivity rate as the indexes and which is controlled by different cate- 
gories and scales has the following advantages: 


1. It is beneficial to macroeconomic control. The above method creates a 
ceiling. The percentage growth rate of wages can be adjusted every year in 
accordance with the political and economic situation of the state. 


2. it can speed up competition among the enterprises. Putting all enter- 
prises of the same category at the same starting point can enable the ad- 
vanced units to make further advances and enable the backward units to catch 
up with the advanced ones, thus avoiding the problem of protecting the back- 
ward. 


3. It can avoid interference by the price factor. The above method can 
ensure the simultaneous staging of price reform and wage reform. Due to the 
fact that prices exert a great influence on the workers, it is also necessary 
to establish the method of allowing wages to float in accordance with the 
price index. 


4. It can avoid the disadvantage of relying one-sidedly on one index, and 
can make possible a comprehensive assessment of the economic resutls of the 
enterprises. 


5. It can preduce a rational wage standard among the enterprises, extending 
the scales and not creating extremes. 
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6. The method is simple. It eliminates disputes over the base or the index. 
It also prevents the phenomenon of higher officials determinign everything 
on the question of distribution. 


7. It can be implemented in an overall way in the large and medium-sized 
enterprises throughout the country because the central and local departments 
in charge can firmly master the means of control. 


Due tc the complicated situation in the country, we should still allow various 
other methods such as wage percentage per ton of minerals, wage percentage per 
100 yuan of production value, and so on. 


/6662 
CSO: 4006/1250 
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POPULATION 


BRIEFS 


RAPID URBAN DEVELOPMENT--China is in the midst of speeding up its urbanization 
process. The composition of China's population will change markedly. A large 
number of country population wiil become urban population. The number of cities 
and towns will continue to increase. According to ECONOMIC REFERENCE, the propor- 
tion of urban population in China has increased from 12 percent a decade ago 

to 20.35 percent today. The number of cities has increased to 342 from 200. 
Established towns have reached 7,511. Urban areas account for 20 percent of 

the total land area of China. It is predicted that the process of urbanization 
will speed up further in the next few years. The proportion of urban population 
will continue to grow. The total number of cities will reach 500 while counties 
and towns will exceed 10,000. Cities will play a more important role in the 
national economy. /Text/ /Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 

22 Jul 86 p 4/ 12228 


CSO: 4006/1222 
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TRANS PORTATION 


ANHUI UPGRADES HIGHWAY BUILDING PROGRAM 
Hefei ANHUI RIBAO in Chinese 24 Nov 85 p 1 
(Article: “Anhui's Highway Building Program Achieves Progress"/ 


/Text/ During the Seventh 5-Year Plan period the highway building program 
undertaken in Anhui Province has emphasized the improvement of its higway net- 
works by widening the 15 main highways from Hefei to 16 prefectures and cities 
and building the two highways linking Pukou with Yezhi and Xuzhou with Tongzhi. 
This program was proposed by the provincial government at a meeting on highway 
construction held in mid-November. 


In recent years Anhui's highway building program has achieved relzetively rapid 
progress. However, this has fallen behind the development of the national 
economy, due first to the low standard of the highways and the many natural 
bends and curves making the roads difficult to accommodate the rising volume 
of transportation. Second, the poor quality of the highways, coupled with 
narrow roads and the fact that bridges and tunnels were mostly built in the 
1950's and 1960's, are factors responsible for reducing the load-carrying 
capacity of the highways. Third, the small number of main roads in the province 
places Anhui the last among east China’s six provinces and one city in terms of 
highway density. It was proposed at the meeting that Anhui's highway building 
program should put more stress on rebuilding. The 15 main highways linking 
Hefei with 16 prefectures and cities form the core of the road networks in the 
province as they connect 17 prefectures and cities with 42 counties. The total 
mileage is 2,901 km. Beginning this winter and until rext spring, 737 km of 
roadbed extension work will be completed. Starting next year and within the 
next 2 years, bridge scaffolding work will be completed, with road surfacing 
scheduled in the following years. When the road extension and consolidation 
work of all the 15 main lines is completed during the Seventh 5-Year Plan 
period, these main highways linking Hefei with 16 prefectures and cities will 
reach Grade 2 road building standard. The east-west section linking Xike with 
Hefei will be constructed next year. Preparatory work for the preliminary 
phase is now underway following the completion of surveying and designing work. 


12661/12228 
CSO: 4006/538 
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TRANS PORTATION 


HEBEI REPORTED BUILDING MORE, BETTER ROADS 


Shijiazhuang HEBE{ RIBAO in Chinese 4 Nov 85 p l 


/Article: "Hebei's Roads Link Rural, Mountainous Areas" / 


/Text/ Since early this year, Hebei has been successful in building local 
roads, with motor traffic now linking up 3,673 villages and townships across 
the province and 98 percent of the 50,000 administrative villages accessible 
by motor vehicles or horse-drawn vehicles. Improvement of transportation in 
the rural areas helps promote the opening up of the mountainous areas and 
enliven the rural economy. 


In the course of building main roads this year, the Hebei Provincial Communica- 
tion Department has speeded up the development of rural road networks, 
particularly those linking up the mountainous areas, so as to solve as quickly 
as possible the problems of inaccessibility in old, established, and poverty- 
stricken areas. Government departments at all levels also ha’: pitched in 
their efforts to promote the transpertation project by mobilizing the masses 

in stepping up road construction. According to incomplete figures compiled by 
various areas during tie period from the first 9 months of this year, the masses 
contributed over 11.7 million work days, completing in that period 7.64 million 
cubic meters of earthwork and stonework, building and paving over 600 km of 
roadbeds, laying over 800 km of paved roads and over 200 km of gravel roads. 
CYL Committees at all levels also cooperated with transportation departments in 
mobilizing CYL members and young people to build more roads and plant more 
trees. In addition, they made extensive repairs to over 28,000 km of local 
highways, amounting to 70 percent of the total highway mileage in the province. 
In building roads in the mountainous areas during the first 9 months of this 
year, Hebei completed 1,070 km of Lightly paved roads, besides opening to 
traffic 168 hitherto inaccessible villages in the mountainous areas. It is 
estimated by yearend over 300 villages iu hilly areas will be open to traffic. 
According to materials provided by the Hebei Provincial Communication Department, 
counties with well paved local roads include 13 counties, 
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